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= ONTore OTTAWA, ONTARIO, 
JESPDAY, NOV. 29/49 


MORNING SESSION 
J. O, GOODMAN RECALLED 
EXAMINATION BY MR. HUME RESUMED 


MR. HUME: Mr. Chairman, there are only two matters 
left with which I want to deal in-chief with Mr. Goodman, 
and the first is in the nature of a correction of the 
Submission on page 15. Under the heading "Discrimination 
against Highway Transport", the third paragraph of that 
heading deals with the subsidies on movement of grorn, 2nd 
the last sentence incorrectly states the situation, and I 
wish to have that corrected. The last sentence reads as 
if it indicated that the carrier received the subsidy.” .In 
effect, it is not the carrier, it is the consignee. I would 
like Mr. Goodman to explain the situation, 

THE CHAIRMAN: The word "motor carrier" should be 
struck out? 

MR. HUME: I think when Mr. Goodman expie His "20s 91t 
will be epperent as to what is wrong with it. 

A. Actually, my lord, the subsidy is paid to the 
net user, the farmer, and the intent of the order in question 
provides for an increased subsidy to farmers who receive 
their grain by rail as against those who receive their 
Srain-by truck, "E heave made’ s note ‘of *the -sctual wording 
which I would suggest should be included to replace the 
Sentence referred to: 

"AS a result of the new order purchasers 

receiving “their grain by motor’ truck’ do not 

receive that portion of the subsidy payable 

from lakeports to inland points, whereas the 


subsidy continues for those using railways.” 


THE CHAIRMAN: Q. Whset was the position before 


tshe order? 
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A. Before the order the subsidy wes payable 
where the grain or the mill feeds was ultimately delivered 
Dy rail or py truck: 
- To the consignee? 


Yes; Sir. 


Se ae 


And now wheat is the situation? 

A. Now, it is only payeble when the consignee 
receives his grein by rai. 

Q. if he receives it by truck he gets nothing 
aura. I? 

A. -Thet "Ls corrects. thatitis) cnethieinmkand pert 
of the haul; from the lakeport to the inland mill. 

Q. Is there much grain moved by truck? 

A. There is a considerable amount moved from 
the ports of Goderich, Owen Sound and Toronto. It comes 
in from the lakehead by boat and to be delivered by truck 
from these ports to inland mills, 

Q. Hag that movement decreased since this new 
Order has been in effect? 

A. The movement is, to the best of my knowledge, 
Stopped by truck to those mills which are locsted at 
railway points, but there are mills which sre located 
at points not served by rail, and the grain is moved to 
these mills by truck, with the result that the mills have 
either absorbed the loss in subsidy or passed it on to 
the farmer. There has been a considerable amount of 
traffic diverted from the highway to the railway as a 
Pesult- or *this Ciscrimninatory ordury, 

THE CHAIRMAN: Mr. Hume, will you tell us more 
about this? You are talking about a subsidy on the move- 


ment of grain from lakeports to inland points. 
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a) VOAB TD te Mr. Goodman 


MR. HUME: As I think Mr. Goodman has explained, 
the grain errives at the DOVUs by boat, 

THE COMMISSIONER: What kina of grain have you 
oie mad? 

MR. HUME: There are feed erains = - «= 

THE CHAIRMAN: Q. Is it feed Brein only? 

A. Western mill feed ana western grain. 

Q. What subsidy was there on western wheat that 
might be shipped to a mill in Ontario? 

A. I am not familiar. I have the Orders here 
ang that subsidy refers to <<). . 

THE COMMISSIONER: Cannot we Clesr thls up as we 
£0 along? 

MR. SINCLAIR: It is feed Brein, Wy lord. That 1s 
the feed grain Subsidy we have talked about. 

MR. O'DONNELL: It is Order In Council bart SOP ID Ret Bo 

THE CHAIRMAN: It is feed grein? 

MR. HUME: It should be feed grein, 

THE CHAIRMAN: That is by virtue of 3s Order In 
Council passed under the War Measures Act? } 

MR. O'DONNELL: It is covered by two Orders-In-Council 
Cea Ot the OLn orsad tole Thane 44 4 later one, 

THE COMMISSIONER: What is the first one? 

MR. O'DONNELL: P.C. 1515 of the 8th April 1948, 
and then P.C. 3803 of the 26th July 1949, 

THE WITNESS: There is still a zever.one, PC, 
5434 that increased the Subsidy 50 cents, from $5.50 to 
$6.00, 

HARI 5 161 OR UR OOS did not change the other terms? 
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=~ 1O4G2h= Mr. Goodman 


THE CHAIRMAN: Do I understand that up to 3 
certain time a subsidy on the movement of this feed 
grain was paid when the grain was moved by truck? 

MR. HUME: Or by rail. They did not differentiate. 

THE CHAIRMAN: Is that subsidy cancelled when grain 
is moved by truck? 

MA HUME) VY es) Moe. Chad eman - 

THE CHAIRMAN: Is it increased when it moves by 
train? 

MR, HUME?) lt is increased in this last Order 
Dy 5O cents, I do not know the total, amount but it was 
increased once and it did not change the-truck situation. 
iv S0ll1 18 nov peyable if it is moved to these inland 
ports by truck. 

THE CHAIRMAN: Was thet increase comparable to the 
inerease in freight rates? 

MR. HUME: I think that was the reason. 

9. What was'the date of that increase? 

A. November 17th, 1949. 

THE CHAIRMAN: It took the same increase as was 
made applicable to all rates? 

MR. HUME: Yes, Mr. Chairman. 

THE CHAIRMAN: 9. Does the Order-in-Council say 
something about fhiscontinuing the subsidy on grain moved 
by motor transport? 

A. No, not in the rder in Council itself. The 
later Order in Council merely said that the subsidy will 
be paid on shipments transported by rail or boat. The 
early Order in Council of the 8th April, 1948, said that 
the subsidy would be paid regardless of whether it was 


moved by rail or truck. 
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t. Do you know whether any representations have 
been made about thet to the Government? 

A. There have been representations made; they are 
Still being made. As a matter of fact, I understand that 
the millers are meeting with the Deputy Minister of 
Lericulture to-morrow. 

MR. HUil7: %. Have representations actually been 
mace that you knor of? 

A. Yes, sir’ 

2. That is all I have to correct on that point. 
The second and last thing, Mr. Chairman, is to complete 
the record with revard to a discussion that I had with 


Ss 


Mr. Gaffney which appears in Volume 48 of the Transcript 

of svidence at pase 9279, when I was discussing with Mr. 
Geffney the ability of manufacturers to disperse their 
manufacturing processes, and in connection tith that 
discussion, which I do not intend to reoeat, there was 

no suggestion of criticism of the railways. I mentioned 
that because of a movement by the General Motors Corporation 
Of certain units from: St. Catharines: to Oshawa, and asked 
tir. Gaffney whether that would have been possible to have 
that situation without the truck, end his answer was 

"of course, it would - quite possibly by rail”. I asked 
him “well, why aren't the soods from the McKinnon Industries 
in St. Catharines being shipped by rail to Oshewa?" and 
his answer was "I think the rate is the answer to that’. 

On the next page the discussion continued, and I said: 

"Is it true that if the rate was the answer, you could put 
in a competitive rate on that movement?”", and he said 

we could "? So my next guestion was: "So that the rate 

is not altogether the answer as to the movement?", and he 
said: "Probably not; I suggested to you that rate was 


part of the answer.’ Mr. Goodman has facts regarding that 
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movement. 

‘S. ir. Goodman, would you be good enough to 
explain what the situation is with regard to that. 

je. .- Should eat the outset. like to point out that 
the carrier comoany involved is the Consolidated Truck 
Lines Limited. They are common carriers with their 
Head Office in St. Catharines. They have been in business 
Since 1925. They are one of our most reputable concerns. 
According to the information given to me by their General 
Manager, who happens to be the President of my Association, 
they have been moving this traffic since 1930. It consists 
of axle assemblies. On October, 1945, their rate was 
29¢ per hundred pounds. The railway at that time, as 
covered in their Tariff No. 295 which is known as the 
“Dynamite Tariff", charged 22¢ or 7¢ less than the prevailing 


truck rate. 


(PAG? 10490 FOLLOWS) 
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The shipper diverted the traffic to the railways 
and the railways carried it until May 1946 when the 
traffic came back to the motor carrier at a rate of 24¢, 
which was still two cents higher then the prevailing 
rail rate. 

The carrier's net position, however, was considerably 
improved as they put on heavier equipment, and as a result 
they were chble to move 120 assemblies at the 24d rate as 


against 64 assemblies which they had previously moved at 


The present rate by truck is 31¢, that is exactly 
the same as the present railway rate. The traffic 
continues to move by motor truck. 

%. Mr. Goodman, you said that it switched from 
truck to rail in October 1945 and that it was moved by 
rail up to tne followings May 1946, is that correct? 

By yes, 

%. £nd do you know the reason why it went back to 
the truck at @ rate of 24¢0 

a. Well, the information that was given to me was 
that the service by rail was not as convenient as that 
by truck. Actually, end I have seen the movement, what 
hanpened was that the truck would back right up to the 
assembly line of McKinnon Industries and these assemblies, 
axle assemblies, were taken off their assembly line on 
skids, moved right on to an open truck. The truck moved 
them to St. Catharines, backed up to the General Motors 
assembly line, and the skids were taken right off the 
truck an’ moved right on to the General Motors assembly 
line. So the truck movement was actually a chain in the 
assembly line performance between the two plants. The 
information I was given was that the railways could not 


provide as convenient a service as that. 
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MR. HUME: Now, Mr. Chairman, Mr. Goodmun, as I 
said yesterday, is aveilable for any auestions in con- 
nection with the submission dealing with either 


agriculture or agreed charges. 


SXANINATION BY MR. COVERT 
MR. COVERT: Mr. Chairman, there is one suestion 
Iowanted to ask Mr. Goodman ebout the agreed charges. 


. + wonder if you vould turn to vage 19 and in 


rep) 
TR 


the first paragraph, the last part, you say: 

the Transport Act of 1938 gives to carriers 
by water and air an opportunity to defend 
themselves but denies such an opportunity to 

carriers by motor vehicle. 

Now, my understanding as to that was that the reason 
that carricrs ov water or air could come in end make 
&@ protest was because they were both regulated. 


THE CHAIRMAN: They were both what? 


WR. COVERT: Regulated. 


2) 


a) 


- but that truckers were not regulated, therefore 
they should not be given an onvortunity to come in. 
Would you care to say anything 2bout that? 

&. They were regulated under the Act in question. 
Sener 12s eden ts 
A. Tnat is correct, yes sir. 

‘+. And I think it was for that reason that they 
were @tiven the opportunity to come in and oppose an 


oa ee n'y . r> 
hare as af 


fecting their business. 

fi. That is my understanding, sir. 

ore oly if tne truckers had been 
regulated under the same Act they would have been given 


tne sane o 


'S 


portunity. 


A. We c@n assume that. 
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. Yes. Now, I wondered if perhaps, Mr. Goodman, 
you could also answer me this: Your brief or the sub- 
mission of your “ssociation indicates a railway should 
not be allowed to go into the trucking business and you 
sey that all forms of transportation should be independently 
owned. I think that is the substance of that submission? 

A. Yes, sir. 

XY. Nov, does that mean that you would not allow 
é railway to own a steamship line or an air line? 

A. Well, frankly, Mr. Covert, I don't think we gave 
any consideretion to that at all in our deliberations. 


3. (dt was really trucking you were considering? 


MR COVEAT? FE rcnink that. fs -slivr neve. 


TH2 CHAIRM{N: any other guestions? 


CROSS-2X.MIN=@D BY MR. EVANS 


%. Mr. Goodman,oh th: -qucestion Mr. Covert asked 
you, you, I should think, would concede that the principle 
would be the same whether the railways would be prohibited 
from carrying on a trucking etusiness or a steamship business, 
devending on whether the view was being expressed by a 
steemshio onerator or a truck operator? 

A. No, I would not agree with you, Mr. Z@vans. Ve were 
only concerning ourselves with the matter of land transporta- 
tion. 

2. I quite agree, but as a pure matter of principle, 
if your view were to be justified because you were in the 
trucking business, I suppose one might say that 6 steamship 
onerator would be similarly justified in taking the same 
position with regard to the risht of a railway to own ea 


steamshio? 
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A. I would not care to comment on that. 
2, You would not care to comment on that? 
Ae WO. 

THE CHAIRMAN: Any other questions? 


MR. O'DONNELL: Just one yuestion, my lord. 


CROSS-EXAMINGD BY MR. O'DONNELL 
3. Mr. Goodman, your Association objected to the 
agreed charge provisions of the Transport Act, did they not? 

i. Yen Sir. 

Q. And did not wish to be regulated in accordance with 
those vrovisions? 

A. I would not go és far as that. Our objection was 
twofolc. We had first in 1951 objected to being regulated 
by federal authority and in 1946 when the Transport ‘ct 
was being considered we objected to the agreed charge 
Orincip.L.e. 

4, Yes. And the agreed charge principle was put into 
the Transport Act for the express pnurpose of assisting the 


ve trom the point of viscw of enhancing their revenues? 


ry 
3 
Jele 
i 
09 


A. That was the railways! submission at that time. 
+. That was why the provisions were put in, was it not? 
A. Well, that was the railway argument. 
% Yes. And in that Act itself we find the provision -- 
THE CHAIRMAN: Will you speak louder, Mr. O'Donnell? 
MR. O'DONNELL: Yes, my lord. 
2. And in the act we find the vrovision that the 

revenue vosition of the railways must be examined by the 

Board of Transport Commissioners in approving of any 

agreed charge. You are aware of that? 
A. Yes, sir. 

%, You say at nage 15 that the agreed charge, the 


end of the first paragraph, ‘is prejudicial to the small 
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business man.” ‘hy do you say that? The rate is the same, 
is it not, on one car and on @ number of cars? 

A. That is gjuite correct, under the agreements that 
are in effect at the present time. But there are many 
small business men who cannot perhaps comply with the 
requirements of turning all their traffic over to the 
railways, because of location of their plants. 

Ags a matter of interest, I have examined all the 
agreed charges and I cannot find one agreed charge that 
is in effect in the Meritimes, and there we have a great 
number of small industries. 

’, The asreed charge -- 

TH CLAIRMAN: Pardon me a moment. Are they all in 
Ontario and “uebec? 

&. No, there are some in Saskatchewan, some in 
Manitoba. 

MA. O'DONNELL: All over the country. 

9. They are generally spread over the country? 

fA. “xcept in the Maritimes -- none in the Meritimes 
whatsoever. 

. And that might be accounted for by the fact that 
the rates in the Maritimes are sufficiently low that they 
could not be made much lower? 

£. I would not want to answer that question. 

™", You spoke of a shipment or movement of axles 
from St. Catharines to Oshawa, which you say goes by truck. 
The same company uses moulding sand, does it not, the 
McKinnon Compsny? 

THS CHAIRMAN: Use what? 

DR. O'DONNGLL: Moulding sand. 

THE-WITN2Z0S: 1 do not know, sir. 
MR. O'DONNELL: “. My information was that moulding sand, 


where the rate was not as attractive possibly as the rate on 
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axles, was moving by rail. Have you any information ebout 
A. Wo sir, nor io I know whether the trucker has 


THE CHAIRMAN? . 2%. On that point, you told us yesterday, 
ir. Goodman, that the truckers in general are o uinrpsd to 
carry ell sorts of traffic, just as the railways are? 

A. Yes, sir. ke even carry railways. 

4. You even carry railways? 

he) Yes Sire As a matter of interest, there was 
@ movement of four steam, rour railway engines, and twenty 
railuay flatcars, moved from the Beauharnois Valleyfield 
No. 3 Dam to Beauharnois, u:;.5:¢,a distance of 25 miles, 
moved by truck in 1946. 

MR. uVANS: Probably a little cheaper than to put in 
2 track to move them. 

TH? CHAIRMAN: 3. I raise this auestion because we 
have heard something to the effect that the railway had 
tO carry all the cheap commocities and the truckers not. 
vnat about that? We have one statement now, Mr. Goodman 
says that trucks ere equipped to carry everything that the 
railways carry. That is what you said? 

ne YSe, Sir. 


i« Now, do they carry these cheap commodities? 
MR. “VANS: %. Hor-hire trucks? 


Mt. O'DOMNGLL: 2. For all distances? 
A Noy. Sir, 

if CHAIRMAN: well, for what distances? 

&. It would vary. I don't know of any commodity -- 


y. Well, tell me some particular commodit:” you 


have in mini? 
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ff. “ell, sand, stone, tnat has been referred to, 
coal, grain; they are moved. by truck. » As a matter of fact, 
there is coal moved from Pennsylvania into Ontario - 
true it is not by hire carriers - moved from the 
Pennsylvanie coal fields into Ontario by truck. 

*.. Whose trucks are they? 

&. The man in question havopens to be a coal dealer 
as well as a trucker. 
- And he trucks for himself only, does he 

A&A. Yes, sir. Hie name is Howard Crane of Vaterford, 
Ontario. 
Mise VANS: As a matter of fact -- sorry, sir. 
TS CHATRMAN: Go on. 
MR 


EVANS: “1. As & matter of fact, that business 


+ 


at one time developed into juite a business, didn't it? 


--+ #nd wes tnere not some sugzestion about the 
quisition of the coal? And the way 
these people made money was simply to go in, load their 


truck with coal and spread it around the market at lower 


fn. Lp ves not femiliar with that, sir. 
ae eS. The fact was tne truck owner was the fellow 
who was selling the coal which he acquired py rather devious 
and perhaps improper methods in some cases. Wasn't there 
quite a scandal sbout that at one time? 

A. I have not heard of it. I knew this man had a 
coal dealer's license, and if he was in trouble I didn't 


know anything about it. 
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CROSS -aXAMINED VY MR. PRAWLIY 


1. Me. Goodman, cid that Pennsylvanie man have to 
get ea certificate of convenience and necessity to travel 
the highways of Ontario, with that coal from Pennsylvania? 

He Vas Bis. 

Viny? 


sobe wes His on coal. 


(PAG 10500 #OLLOWS) 
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Q. Why? 

A. It was his own coal, 

MR. EVANS: That is it. 

MR. FRAVLEY: That exempts him from that provision 
in Ontario? 

A. Yes, 

MR. O'DONNELL: He was in the business of dealing 
with coal and in connection with that he used trucks? 

Ay heey Ss i7, 

Q. How far do you say sand and gravel is carried? 
How far would there be that type of movement, to what extent? 

4&. By and large except in areas which are not served 
by railway. The movement is fairly local - twenty, thirty 
and forty miles. 

MR. HUME: Mr. ‘oodman, what about the carriage of 
petroleum products by truck? I understand you know of a 
Situation which arose in the City of Hamilton where four and 
a half million gallons of petroleum products were moved from 
Se Neviveanioa into Hamilton to keep their gas system going 
during the time when thers was an extreme railway car shortage? 

A. There was also a serious shortage at that time, 
Mr. Hume, in steamship tankers and in order to keep the 
Steel industries going in Hamilton there was four and a half 
million gallons moved by an American trucker from Pennsylvania 
vo Hamilton, Ontario, 

Q. What was the mileage of that movement? 

A. I think that was about 220 miles. 

MR. SINCLAIR: What was the rate? 

A. I don't know. It was an I.C.C.-approved rate. 

MR. O'DONNELL: What year was that? 

MR. HUME: 1947. 

A. The Government-owned coke plant in Hamilton closed 


on March 31st, 1947. That plant formerly supplied the Hamilton 
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area with gas. The shutting off of the natural gas that had 
formerly been piped into the area brought about the shortage 
Situation. The movement was from Titusville, Pa., to the 
Hamilton By-Products Company. 

MR. HUME: Well, if there is nothing else, Mr. Chair~ . 
man, the last witness ,who wishes to address some remarks in 
French,is lr. Camille Archambault and Mr. Desmarais will look 


after the witness, 


{ 10502 follows ) 


Jvidenee of Mr. Canille Archambault will appear 


in subsequent volume, 
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WR. HUME: Mr. Chairman, that completes the 
submission of the Cunadian “Automotive Transport Associa- 
tion. I merely wish at this time to express the 
appreciation of the Association for the privilese of 
appearing here. The matters upon which we have been 

soon as 
asked to get information and data will be got as/possible, 
and if there is any further information that we can get 
that the Commission desires, that information will be 
procured if it is asked for. 

MR. COVERT: Mr. Chairman, the next submission 
is that of the Province of Alberta. 

MR. FRAWLSY:; Mr. Chairman and members of the 
Commission, in beginning the presentation of the case 
for the Province of ‘lberta, I would like to call attention 
to the fact that Alberta's submission consists of nine 
separate presentations or briefs, the first two of which 
Were presented at the hearings at Edmonton. 

The first submission, as the Commission may recall, 
was a submission by Premier Manning, a general statement 
of Alberta's transvortation problem, and that will be 
found in Volume 11 at pases 1916 to 1931. 

The second submission was presented by Professor 
Stewart of the University of Alberta and was celled 

- Use in Alberta" 
"Transportation and Resources and that submission is 
to be found in the record at pages 1933 to 2032 inclusive, 
and those peges include Mr. Zvans' cross-examination of 
Professor Stewart. 

AS a matter of convenience only, and if the 
Commission might wish to have all of the submissions of 
Alberta together, I have had these two submissions made 
at idmonton, bound, and have given copies to the Assistant 


Secretary. 
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The third submission, which will be the first 
submission to be presented here at Ottatia, is called 
Industriazl Location.and the Present Rate Structure”, 

The CHAIRMAN: That is the title on the volume? 

MR. SRAWLEY: Yes. I will run through these and 
indicate in each case who will be presenting them. 

As I say, the first submission will be "Industrial Po dance 
an” the Present Rate Structure’ and that will be presented 
by Professor Andrew Stewart and Mr. Hu Harries. The next 
orief to be presented will be called ‘Rate-making Principles 
and the Rate Structure". That will be presented by Mr. 

H. J. Darling. The next brief to be presented will be 

"The Long and Short Haul Rule". That will be presented 

by Professor D. P. Locklin of the University of Illinois 
and Mr. Harries. In connection with that Drier ir. 

H. G. Nolan of Calsary will be associated with me. 

The next brief will be "Interline Rates, The Freight 
Classification, The Carload Mixing Rule . That brief 

will be presented by iir. H. J. Darling. Following that, 
the bricf called "Hishway Transport in Alberta" will be 
presented by Mr. Harries. Following that, the brief called 
‘Regulatory Legislation" will be presented by Mr. Darling. 
Following that,a short brief called Gren-dian National 
Capital Structure, Accounting Methods and Stetistical 
Procedure, Canadian National Co-operation”. That brief 
will be presented by Mr. K. J. Morrison of Calgary. 

Then, Mr. Chairman, the first brief to be heard 
this morning is the brief “Industrial Location and the 
Present Rate Structure’. That brief and parts of other 
briefs will be presented by Professor Stewart, and the 


second part of it, Part II, by Mr. Harries. 
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I will call Professor Stewart. 
I would suggest that the cross-examination be 


reserved until both witnesses have presented the complete 
brief’. 


(PAGE 10536 FOLLOWS) 
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M. AVANS: In order to get this sort of cleared up 
in my mind, I assume, Mr. Pravley, that each of the several 
witnesses vill be prepared to answer questions on 2ll the 
Maeeis in 'soufap ras) 1 ney be convenient at the time to 


ask them. Is that so, or are you going to raise any 


MA. FRAWLEY? Noy yt certainly won't raise any question. 
i think it will adjust itself as we 69 along. There has 
peen -- certainly the brie?s are divided now, and for thet 
reason it 18 exvected that the cross-examination will we 
directed to the brief which ig presented by the witness. 
“nd I am sure my friend Mr. Jvans does not mean anything 


different from that. There are Only two briefs that are 


me] 


a! 


being jointly presented, so the question my friend raises 


only arises in connection with the industrial Location brief 
and the Long end Short Haul brief. So I do not think there 


would be any difficulty at sll. 
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Errata 


delete "of the decisions". 

"Sec rities" should een "Securities", 

"Labout Gazette" should read "Labour Gazette", 
"industrial capocity" should read "industrial capacity". 
"rees of" should read "sources of". 

"industries output" should read "industrial output". 
"natural" should read "national". 


(5) | 
"1000 x 95 x 1.37 = $13.02" should read 


100 (5) 
"1000 x 95 x 1.39 & $13.21" 
100 


"Montreal processing $13.02 should read "Montreal 
processing $13.21". 


Tempest to Beene mileage should read 41 not 31. 
"transportatkon bill" should read "transportation bill". 
“Lindbergh” should read "Lindbergh". 

"in in" should read "is in". 

"influence" should read "influences". 

"compelementary" should read "complementary". 
"Commissions" should read "Commissioners". 

"Frotenac" should read "Frontenac". 

"out" should read "our", 

"probably" should read "probable". 

"more" should read "as". 

"by a low rate" should be deleted. 

after Manitoba, should be inserted - "and similarly the 
fresh meat and packing house product rates are a lower 
percentage of the class rates from Alberta and 
Saskatchewan than from Manitoba", 


after Commissioner, should read - "McKeown said:" 


"To Vancouver From: Moose Jaw 75¢ and 2124" should 
read "To Vancouver From: Moose Jaw T4d¢ and 215%." 


add to footnote (1) "C.P.W. 52B". 

after C.N.R. should be inserted "(1930)". 
"recommen" should read "recommend-". 

delete "approve" and insert "make out a case of 


unjust discrimination the proposed Agreed Charge 
should be approved", 
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INTRODUCTORY 


This submission rests upon and extends the arguments in briefs al- 

ready presented to the Commission on behalf of the Province of Alberta. 

In earlier submissions it was argued inter alia: 

1. That the long-run solution of the problems of the Canadian 
railroads, consistent with the interests of the country as a 
whole, Jies in an increased volume of revenue-producing 
traffic rather than in high or higher rates: 

2. That an increased volume of business to the carriers could be 
created by national policies designed to promote the develop~ 
ment of the resources of the nation: 

3. That historic national policies have contributed toward 
creating in the prairie region an economy lacking an inte- 
grated, balanced economic structure; and that, under national 
regulation, there has been established and maintained a 
structure of rates which has impeded the development of re- 
sources within the prairie region: | 

4. That the natural resources of the Province of Alberta are 
capable of substantial development; that the development of 
these resources is consistent with the welfare of the country 
and of the carriers; and that maximum advantage would result 
from the removal of institutional impediments to the pro- 
cessing of Alberta's raw materials in locations close to their 
source. 

While, as we have previously pointed out, other elements of national 

policy, for example, customs duties, affects transfer costs generally, 
the present submission deals particularly with the relation between 


transportation rates and the location of secondary industry. 
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The body of the brief is divided into four parts. 

In the first part, we deal generally with the factors affecting 
the location of industrial plant, and endeavor to establish the 
importance of transfer costs. 

In Part II, by reference to particular products, Periaatrers 
certain features of the process of rate determination and of the 
_ existing freight rate structure which clearly, although not consistently, 
affect the profitability of manufacturing activity in Alberta. 

In Part III, ‘we discuss the principles and practice of rate regula- 
tion with reference to industrial location. 


Part IV contains our conclusions and recommendations. 
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PART I 


FACTORS AFFECTING THE LOCATION OF INDUSTRIAL PLANT 


The present pattern of industrial location in Canada is the result 
of historical factors. The concentration of secondary industry in the 
central provinces is well-known and needs’ no elaboration here. 

Our concern is with the location of new industrial capacity; and 


with the factors which affect the choice of location today. 


A. The Trend Toward Greater Industrial, Concentration in the Central 


Provinces. 


(1) War-time Industrial Expansion. 


During World War II expansion of industrial plant and employment 
occurred mainly within the already relatively highly industrialized 
provinces. etre same time, the prairie provinces experienced a decline 
in population attributable to the attraction of War industries. 


“The War speeded up the existing trends toward 
increased urbanization and the shift toward the in- 
dustrialized sections of the country due to greater 
job opportunities there as compared to the Agricul- 
tural regions.... The wartime shifts in population 
will not be reversed to any appreciable extent and 
only then over a period of years...much of this growth 
of population is a continuation of a steady pre-war 
trend.... The industrialized centre of the country 
will likely continue to cake yas and absorb population 
from the distant regions." 


(1) 


Location and Effects of Wartime Industrial Expansion in Canada 
1939-1944. Department of Reconstruction, Ottawa. P. 39. 
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The net population shifts between Provinces, June 2, 1941 to 


April 1, 1944 have been estimated as follows: (1) 
Estimated 

. Net Civilian 

Province . In-Migration 
Prince Edward Island - 7,000 
Nova Scotia + 8,000 
New Brunswick -19,000 
Quebec -~11,000 
Ontario + 58,000 
Manitoba -25,000 
Saskatchewan -~86,000 
Alberta : -15,000 
British Columbia + 30,000 


1) 


Department of Reconstruction, op. cit., p. 35. 


The increase in industrial employment in certain cities, September 


30, 1939 to July 1, 1944, was as follows: (2) 


Increase in 
Industrial Employment 


__ City Number Percent 
Halifax 16, 384 204-7 
Montreal 122,967 72.5 
Toronto 108,251 Thel 
Windsor 21,504 125.7 
Kingston 6,041 326.7 
Winnipeg 15,789 33.8 | 
Regina 3,190 47.6 
Saskatoon 2,109 60.0 
Calgary 4,030 32.4 
Edmonton 45390 36.0 
Vancouver 49,733 126.9 
Victoria 9,761 273.3 


(2) Department of Reconstruction, op. cit., pe. 35. 


The Department. of Reconstruction report states: 


"This great increase in war time employment in 
the leading centres was largely due to the existence 
of plant and equipment facilities which could readily 
be adapted to Wartime production as well as to the 
concentration of more or less skilled labour in these 
localities." (3) . aa 


(3) 


Department of Reconstruction, op. cit», p. 44. 
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(2) Post~war Industrial Expansion. 


Since the War, similar industrial trends are apparent. The rate of 
industrial expansion has been, and remains, relatively rapid in the 
central provinces. 

The following data on investment in Canada are taken from a recently 
published report by the Economies Research Branch, Department of Trade 


and Commerce, under the Section Heading; "Investment by Regions". 


on ete 
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(8 Wijlions) 

1945 12 78 116 24 22 252 dt ee 21:6 
1946 ai 130 212, 38 54 457 LL. 5406 
1947 39 236 367 it f 86 785 83.5 58.2 
1948 58 322 482 75 103 1,040 62.1 75.8 


(1) Investment and Inflation: With special reference to the Immediate 
Post-War Period, Canada, 1945-1948. Department of Trad® and Com- 
merce. Data for regions refer to "Investment in Durable Physical 
Assets covering only manufacturing, mining, woods operations, and 
selected utilities." p. 37. 


(2) pata for cities refer to "Investment in Durable Physical Assets. 
covering only manufacturing." p. 39. 


On the basis of the data, the report points outa 


"(Qntario) alone is responsible for close to half 
of the investment in Canada.... British Columbia and 
the Maritimes have increased capital expenditures most 

rapidly since 1945. The indication is that these 
Provinces are currently spending almost five times as 
much as they spent three years ago. Ontario and Quebec 
are each spending about four times as much and the 
Prairie Provinces about three times." 


It is significant that investment in manufacturing assets alone in each 
of the cities of Montreal and Toronto (1948) exceeded the investment in 
manufacturing, mining, woods operations and selected utilities in the 


Prairie Region. 
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We do not wish to extend our argument into the philosophical and 
social objections to excessive AeHocueration OF iverbaniaation of popu- 
lations; and the strategic significance of decentralization of industry 
will be apparent to the Commission without cay hota on our part. 

The information provided shows that there is a strong tendency to 
increasing industrial concentration in the already heavily industrialized 
portions of the en The condition of relatively slow industrial 


expansion in the prairie region does little to correct the fundamental 


weakness of the economy, or of the units of government, in this region. 


B. Factors Affecting The Location of New Industrial Capacity. 


Investment in new industrial capacity in a particular situation is 
not the result of the decisions of the intervention of a ‘hidden handt 
or of the operation of inevitable 'natural laws'. Investment is the 
result of the decisions of industrialists. A charitable view of the 
behaviour of industrialists aeaaae that they are influenced by 
relative costs. 

The factors entering into costs include the following: 

(a) Investment costs; (i) the rate of interest on borrowed funds; 

and (ii) plant construction costs; 

(bo) Plant operating costs; (i) BPeicaend wages ; (ii) taxes; 

(iii) fuel and power; and (iv) raw materials; 

(c) Selling costs; including transportation costs. 

These elements of cost fall into two broad categories, namely, 
processing or in-plant costs and transfer costs. Transfer costs include 
procurement costs (the cost of purchasing and bringing the necessary 
materials padacuopiaes to the site of processing) and distribution costs 
(the cost of selling and delivering the products). Processing costs of 


the. individual firm are determined by local factor prices, the appropriate 
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Wetec on er the factors, and the scale of operations. Given local 
supply prices of the factors and the scale of operations, total costs 
are determined by the technical conditions affecting the combination 
of A ee: The scale of operations is largely determined by the extent 


of the market, and is therefore intimately affected by transfer conditions. 


(1) Technical Conditions: Combination of Factors. 


The importance of ere factor prices to costs differs ap- 
preciably between industries, depending upon the technical conditions 
and the proportions in which the factors may be combined. Where local 
differences in factor prices occur the appropriate combination of 
factors is an important determinant of location. If there are no sig- 
nificant differences in factor prices the combination of factors is not 


important to location. 


(2) Factor Prices and Processing Costs. 


Under conditions of competition, regional differences in factor 
prices, at any time, reflect differences in the local scarcity or plenti- 
fulness of the factors relative to the demand for them. Material prices 
then tend to be low in areas of relative apandance of natural resources; 
interést rates to be low in areas in which substantial quantities of 
funds are seeking investment; and wages (money) to be low in areas of 
plentiful labour supply. Under conditions of competition therefore, 
investment costs and wages would tend to be high in the prairie region 
during the initial stage of development, while raw material prices would 
tend to be low. These price relations would affect the rate and character 
Be industrial development. | | 

At an earlier stage in the development of the country it might have 


been possible to provide empirical evidence supporting the above 


fasof novid seatolinzege te elgoe end fos wrote of 
atego [niod .asulseteqe to elace oft base atotest .en , q . 


Ls : We : a 
Noitesidmoe aft sattostle sant ibiaoo {ar tatoos eay yo 


fostxo of) ye benimeteb vlegtal alt anotiateqo Te efnon's fl al 
7 
.unoisibaos talenert wi favostin yledawttnt stotetett ef an sta 
PN © 


ive A 
.gtotos® ton tani doo) _:uyots.thaoO)4 so tneioe! 


_ (@¢é 
-i8 BrsliLb efeoo of sooty tolen? tA: tuothaag % sonntrognt @ 
enotéthaos Isoindosos edd nog saibnecdeh .selttanhal minted Via 
7 favof sted .benidnoo ed yam eiofos? esd dofdw a enoktrogorg ae 
" to colteatdman etalrzorggs adi iumo0 seattq tovont af econo Tit. 


at 
ent 21 .aottseol to inanimrete insi+ ogint as al sores 


ut 
2 
GO 
Pe | 
J 
a 
-~ 


gon el erotent 16 neltentames aft esting rotest ak aconsteitip tosolites 
i oa. | j 


Moiseool of tnatrogmsr 


- i 
: es } eo ' —o 9. 
7 "BESS ABLE 99071 bpe 23¢ pitt * <7 


tOtont at ps mk?lb Leandiger .moitiveamss To enocisibaos tebad. ‘ 


“sy 


mic to ytt ep Ish + of sooneteTi ib Soolles pontY we ws .8e0 


, ee yen re - ball ik Pare are (ae oe 8 ys 
it i £34. Pe 455 : 7] ae a? I tifiigsar i J v av + faLeT at od ~ 2 ert lo 8 be 1. _- : 
* 4 ° 


' ~~.” t 4 . “ 


ousouet Latittsr lo oonehpuds asvidales Yo aset at wol ed of baet ft ¥ 


iad} 


to esitiiasyn Laldcsaredua deltw of esota nt wol ed of esdaz teeta al 


4 
. 
, > 


e10Reserds voltitegmoo Io e@ateibaes yebrn ,ylqque shodal L 
get oftis i ot ty itt ed of Dhed bluow espan 
Bivew cosirq [aitatem wet aliiw gtasmgoleveh To egeta Lafstal out 
io bas eter alt dosths Pinon aise sfozr soiwg eeedT .wol ed 

-Iommyoleveh Labuts 

; : AY 
Sigia fi yutoyoo of Yo Jaeugeleveh af? of agate tells. ne sh 


aveds an, gnitroqque aameiive Lac tyiqas eblvorg of aldtas oq 
' ’ 
@ 


generalizations. Today, the conditions in the factor markets are not 
those of competition limited only by immobility; and the degree of compe~ 
tition has been dittinishing. Factor prices are subject to an increasing 
measure of institutional control; and regional differences are tending to 
Gisappear. Differences in processing costs ea cee as pronounced as. 
would be expected from the assumption of competition; and the regional 
differences in costs have been decreasing. 

Fully adequate evidence in suppert of these statements would re- 
quire a much more elaborate study than we have been able to make. However, 
the following fragmentary evidence, selected we believe without any delib- 


erate bias, is offered for the consideration of the Commission, 


(a) Interest Rates: 

(14) Influenced by the ‘cheap money! policy of the Bank of 
Canada, there has been a distinct trend, over the past two decades, to 
lower interest rates generally. | 

The average yield of long-term Dominion of Canada bonds was 
4-93 in 1929 and 2.57 in 1947. At the beginning of 1948 the Bank 
announced its intention to discontinue quoting on bonds at the beginning 
of the day. After an initial strengthening of bond yields the Bank con- 
tinued its support of the market, and since March, 1948, yields have 
levelled off at under 3%. 

The effect of the general reduction in interest rates is to 
reduce the significance of any differences in rates as a factor deter- 
wining the location of industry. 

(ii) Since 1945, Pecvines of Alberta bonds have Ben destion 
at 3% and 2 3/1%; Province of Saskatchewan bonds at 34, 3 1/2% and 143 
Province of Manitoba bonds at 2 1/4% and 2 3/4% (all 10 years). Similar 


securities of the Province of Ontario have been issued at 2 1/2% and 2 3/44. 
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(iii) Mr. Jules Fortin, Secretary-Treasurer, Dominion Mortgage 

and Investments Association, states in a letter: 
"While mortgage interest rates generally continue 

to vary depending upon the type of lender and the lo- 

cality where the property is situated, the tendency is 

for greater uniformity across Canada, particularly in 

the case of institutional lenders, and this tendency 

becomes more pronounced as more and more loans are made 

under the uniform basis of the National Housing Act." 

The rate charged by the Central Mortgage and Housing Corpora- 
tion, for house construction only, is uniform across Canada at 4 1/2%. 

The Dominion Farm Loan Board likewise charges a uniform rate 
in all provinces. Rates are for First Mortgage, 5%; for second Mortgage, 
6%. 

The following data were obtained through the courtesy of the 


Secretary-Treasurer, Dominion Mortgage and Investments Association. 


Mortgage Rates 


The experience of one company which operates throughout the whole of 


Canada. 


The Weighted Average Rate of Interest on New Business and Renewals During 
the Years. 


FLO Le ete yp 9k 939 


Alberta 7.98 8.26 7.85 Ts 02 


5-70 

Oxford County, Ontario 6.80 7.04 6.827.°6:00 * 5.68 
ss Difference POLS eee. 003 e102 9.02 
Alberta ; 7.98 8.26 Ts 85 Te 02 5 e 70 
Brant County, Ontario ---- _---- 7:00 6.61 5.63 
Difference -~--- -=--—- 0.85 O41 £40.07 

Ontario 109. ‘Te 3L 7.00. 6659. 5457 
Difference 0.89 0.95 0.85 0.43 013 


(1). Includes City of Montreal, P.Q. 
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(iv) Rates of Interest on Utility and Corporation Bonds 
(Selected at random from quotations, Investment Securities Review, 


James Richardson and Sons, July, 1949). 


Rate of Interest on Bonds of Canadian Ne Companies, 
Quoted June 30, 1949. (2) 


Bell Telephone Co. of Canada 3 and 3 Vs 
B. C. Electric Co. Ltd. paneer ge 33/4 
Calgary Power Ltd. 31/4 
East Kootenay Power Co. Ltd. 33/4 
Gatineau Power Co. S) 3/4 
MacLaren Quebec Power Co. 3 
Montreal Tramways 5 
Ottawa Light, Heat and Power 4 
Power Corporation of Canada, Ltd. Bie 


Quebec Power Co. 3 
St. Maurice Power Corp. 3/4 
Shawinigan Water and Power 3 and 3 V/2 
Winnipeg Electric Co. 3 3/4 


(1) "Investment Sec rities Review" ~— James Richardson and Sons, July, 1949. 


Rates of Interest on Corporation Bonds in Canada, 
Quoted June 30, 1949. (2) 


 B. C, Forest Products Ltd. 4 
Brown Co. 5 
Burns & Co. | 4 
Canadian Celanese Ltd. 3 
Canadian Oil Co's. Ltd. 34 
Canadian Western Lumber Co. Ltd. 4 
Consolidated Paper Corp. Ltd. 31/2 
Beep ebady Cow 3 1/2 and 4 
Federal Grain Co. ys 
Maple Leaf Milling Co. Bosh 
Massey-Harris Co. Ltd. 3 and 4 3/4 
McColl Frontenac 0Qil Co. Ltd. 3 
Simpsons Ltd. 31/2 
United Grain Growers Ltd. 4 
Western Grain Co. Ltd. 5 


(2) 


James Richardson and Sons. 0p. cic. 
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{b) Wages: : 
As far as we know no careful ‘study has been made of regional 
differences in Money Wages in Canada. 

Examination of wage statistics from various sources suggests 
that earlier differences, with higher rates in the prairie region, have 
been Breton Tie eliminated. 

(i) Data from "Wages and Hours of Labour in Canada," De- 


partment of Labour, Ottawa. 


Wage Rates, Toronto - Edmonton Comparison. 


. Average Wage Rate Per Hour 
1929' 194,6(2) 19473) 


| Toronto:Edmonton Toronto:Edmonton Toronto:Edmonton 
Newspaper Printing: 


- Compositors, 
Machine & Hand 1.00 1.05 1.40 1.07 1.60 1225 
Unskilled Factory 
Labour ee ~—— -67 65 -65 ov? 
Electric Street Rail- 
ways: Linemen piR@elo +65 93 1.145 1.225 1.185 
Conductors (one 
man car) 065 “ee -80 88 1.07 1.06 


Trade, Wholesale: 
General Qffice 
Clerks, male es aoe wee -80 73 91 75 


Trade, Retail: 


Sales Clerks, male -wee 75 a | 076 78 
Service, Civic 
Employees: 
Labourers 0. .§5-.57 .T1-.76 .65-.76 .80-.86 .79-.85 
Service: 
Automobile Mechanics -~— oe -86 Jl 792 95 


"Wages and Hours of Labour in Canada", 1941. 
(2) 


(3) 


"Wages and Hours of Labour in Canada", 1947. 


“Wages and Hours of Labour in Canada", 1948. 
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(ii) Data from "Man Hours and Hourly Earnings”, Dominion 


Bureau of Statistics, Ottawa, March, 1949. 


Average Hourly Earnings of Wage Earners. 


March 1, 1948 Merch 1, 1949 
a : Alberta:Ontario Alberta:Qntario 
$ o $ $ 
Manufacturing sit de | 92.6 99.8 102.5 
Meat Products 96.4 94.7 108.1 105.2 
Plant Products 78.6 72.6 88.4 719.4 
Railway Rolling 
Stock 91.4 98.7 108.4 113.8 
Construction- 
Building 102.9 100.0 119.9 109.0 
Services 57.9 56.9 66.6 63.6 


(141i) Data from "Weekly Earnings and Hours of Work in Mariu~ 


facturing Industries, 1945", Dominion Bureau of Statistics, Qttawa, 1948. 


Weekly Earnings in Manufacturing Industries (1) 


19239 1944 1945 
Ontario:Alberta Ontario:Alberta Ontario:Alberta 


-Slaughtering & 


Meat Packing 24.37" "243 28 33192 Wes3¥21 35.47 29.05 
Flour & Feed 

Mills 19.68 20.65 21e0o eos Abs 5O) 129.15 
Petroleum Pro- 

ducts 28.97 28.46 37:56'. "36238 oie No adie i SAE 
Breweries 25°32 * S34264 36.72 34.58 36630" Y93.'77 
Bread & Other 
Bakery Products 20.21 2.986 26255) \ 31.68 30.41 31.98 
Railway, Rolling | | 

Stock 25510) salar 40.11 36.18 40.98 36.63 
Printing & 

Publishing 29-14 29.36 37.08 36.43 38.61 37.52 
Miscellaneous 

Foods ZAG ee OT 265377 |. 2h ue DURh2) « 526.79 
Clothing, Men! s 

Factory 23475 Ledae2 37.33 i a29n24 39.92 28.95 
Castings, Iron 22-974) t6.64, Bi sho gl Joes 37.52 33.48 


(1) D.B.S. publication 14-1180 ~ "Weekly Earnings and Hours of Work in 
Manufacturing Industries, 1945"; 1948. Average weekly earnings of 
male and female wage-earners in the leading industries of Ontario 
and Alberta. Chosen from first 15 for Alberta; first 40 for Ontario. 
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(iv) Data from "Labout Gazette", Department of Labour, Ottawa, 


May, 1949. 


Wages and Hours of Labour in Canada in Manufacturing (2) 


Average Average 
Weekly . Weekly Average 
Salaries and Hours Hourly 
Wages at Worked Earnings 
Jan. 1, 1949 Jan. 1, 1949. Jan. 1, 1949 
ve Hours Cents 
British Columbia Maott Bo54 117.6 
Alberta AL as hi 40:1 99.3 
Saskatchewan 40.59” 40.9 98.4 
Manitoba 41 . 33 40.3 94.5 
Ontario 42:54, 40.3 101.8 
Quebec 39536»: 42.3 88.3 
Maritime Provinces 35 478 ma 
Prince Ed.’ Is. 53705 oe ---— 
Nova Scotia 34.65 41 86.6 
New Brunswick 37.89 PA | 89.3 
Canada 4u410 ———— = 
Edmonton 37.89 ku Dial Ciera 
Calgary pC) 3 ea OT Ee oan Nt ee ese eR nea eee 
Hamilton Ae 35 40.8 108.5 
Toronto 41.80 39.1 100.2 
(2) 


Labour Gazette, May, 1949. 


The apparent elimination of significant regional wage differentials 
may be attributed to two factors. During the War wage ceilings applied 
except in the case of relatively low rates. The raising of the latter 
reduced wage differences generally. The second factor, and undoubtedly 
the main one, is the increased organization of workers, the growth of 
national WGN ERT al labour organizations, and the application of the 

principle of 'equal pay for equal work' in the establishment of wages 


through collective bargaining. 


(-c) Local Taxes: 


As far as we know no study has been made of differences in local 
taxes by provinces or regions. The problem is rendered difficult by 
differences in the bases of assessment and in the application of the 
property, business and other local taxes. It is likely that the availa- 

_ bility of suitable sites and the market price of sites is a more important 
factor than ees However, no evidence is available on these matters. 
It is pe aeonab le to suppose that, on a regional basis, local taxes are 


not are in the de reeinatten of industrial location. 
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(d) Fuel and Power: 


For some industries fuel and power costs are sufficiently large to 
exert an appreciable influence on total costs. For processes adapted 
to the use of gas and coal, Alberta offers relatively cheap fuel. 

‘The following data suggest that the relative cost of electrical 


energy is not a factor contributing to industrial expansion in Ontario. 


Power Costs (1) 


Toronto -— Edmonton 
Comparison 
3949 


Toronto Edmonton (2) 
Net (3) Monthly Charge 


I. Available to Customer Using: 
2300 volt - 3 phase. 
installed capacity 60K.W. 
(70 KVA) 
Amount Used: 
(a) 20,000 KW LRS per month $ 321.48 $ ee 
(about 46.5% of in- - (74) 64) 
stalled capacity) 
(bv) 43,200 KW LRS per month 638 .86 413.82 
(100% of installed (654) 
capacity) 


II Available to Customer Using: 
13,200 volt — 3 phase. 
installed capacity 250K.W. 
(3123 KVA) 

Amount Used: 

(a) 90,000 KW LRS per month 1, 354-02 884.39 
(50% of installed (65.5%) 
capacity) 

(b) 180,000 KW LRS per month 2y023-07 1,563.39 
(100% of installed ( 62%) 

_ capacity) 3 


(2) Board of Utility Commissioners of Alberta, Schedules of Power Rates 
in Canada. 


(2) In Edmonton, Customers must supply their own transformer and switch- 
ing equipment. we 
NOTE: Examples chosen favored Toronto in that they were selected 
‘from just within voltage discount ranges. 


(3) After Deducting Voltage Discount and Prompt Payment Discount for 
Toronto and Prompt Payment Discount for Edmonton. Edmonton has no 
Voltage Discount. 


(4) Figures in brackets indicate % Edmonton bill is of Toronto bill. 
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General knowledge of the changes which have been occurring in the 
structure of the factor markets, and such evidence as is available, point 
to the conclusion that regional differences unfavourable to the stable 
ment of industry in Alberta have been reduced to the extent that this 
element cannot longer be considered an important factor in the determination 
of industrial location. How then are we to explain the continued preference 
for investment in the central provinces, and the current rapid rate of 
expansion of industrial plant in these provinces? We suggest that the 
reason lies in the organization and structure of industry, in economies of 


scale and in transfer costs. 


@3)* Industrial Organization 

New industrial plant is eheatsatétetes by established firms through 
expansion of existing facilities inthe situation in which hand already 
occur or as branches in new localities; or by new firms in the locality in 
Which the industry is already established or in new locations. Other 
things being equal, the advantage tends to lie with the established firms 


and with the location in which the industry has developed. 


In the case of the established firm, promotion and developmental 
costs have already been incurred and are no longer significant in the 
pricing of the product. Industrial 'know how! has been acquired through 
experience, and losses have been aieedan off. In many cases strong 
buyers' preferences have been created by successful labelling and advertis- 
ing. Trade agreements and affiliations operate to limit the entrance of 
new firms into the industry. Established firms may be willing and able to 
destroy incipient competition or to absorb potential competitors. The 


extent of imperfect competition is increasing. 


As between localities, there is substantial local inertia. Local 
conditions are familiar conditions. Comparison with other situations 
involves costs; and overhead costs may be increased with dispersion of 
plants. The location of affiliated industries and services contribute to 


the agglomerating tendency. 
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While some of these considerations are relevant to sound economy in 
the use of resources, others are not. We suggest that imperfect knowledge, 
and increasing institutional restrictions on competition are significant 


factors contributing to the tendency to geographic concentration. 


(4) Economies of Scale 

Given the technical conditions of production and factor prices, 
increased size of firm or plant, with increased scale of operations may 
result in significant reduction in unit costs; the added cost of 
additional output is less than the average cost of the smaller production. 
Paes lamtbine factors to economy of size are the increasing laid-down costs 
_ of materials (increased procurement costs), and increasing cost of carrying 
the product to market (increased distribution costs). While technical 
conditions may predispose to economies of scale, the ability to realize 


on such economies depends on transfer costs. 


m5) Transfer Costs 
The aspects of transfer costs which are relevant to the choice of 
location include: 
(a) The geographic distribution of consumers. 
() The geographic distribution of sources of material. 
(c) The relation between rates and distance. 
(d) The input-output processing relations. 


(e) The relative rates for procurement and distribution. 


(a) Assume two regions A and B separated by some distance, and that 
processing Robes as Hereotea by interest rates and wages are not signifi- 
cantly different in the two regions. A is relatively apeWery populated; 

B is relatively sparsely populated. 

* (anrert ouper transfer factors are neutral, and the supply of 

the We material is the same in both regions, indistrial capacity will 

be greater in A. The price of the raw material at the source, and property 
values (rents) in the source of raw materials will be higher in’A than in B.. 
The difference in the raw material price, and in rents, is limited by the 


cost of moving the material, or the product, from B to A. There is however 
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no reason why either the raw material or the finished product should move 
from B to A, on in the opposite direction. 
(ii) The situation would be the same as under (a) (i) even 
if, quantitatively, the sources of raw material were greater in B than in 


A. All sources of raw material in B would not necessarily be used. 


(iii) The ee on would be the same as in (a)(i) even if the 
_rees of raw material in B were more productive (although relative rents 
in A and B would be more nearly equal), unless the differences in produc- 
tivity were such as to offaet’ the costs of moving the raw material, or the 
finished product, between the two regions. In this event raw material 
would be produced only in B. The total costs of supplying A with the 
finished product would be the same whether processing took place in BorA 


(locational indifference) . 


(iv) It is evident that the level of rates (high or low, increas- 
ing or decreasing) will affect the quantities produced and property values 
in the source of materials. Under conditions such as (a)(iii), high rates 
on the movement of either the raw material or the finished product would 


reduce both the quantity produced, and rents, in B. 


(v) If the industry is subject to decreasing cost, the large 
local market in A, with consequently low local distributing costs, will 
permit seenoarser aia increased industries output in A. 

If additional costs per unit in A are lower than costs in B by more 
than the cost of moving the raw material from A to B,’there Ai! be a 
eeauedis for raw aot ere cal produced in B to be processed for local consump- 
tion in A. 

If, in the extreme case, the additional costs in A are lower than 
costs in B by more than the cost of moving the raw material from B to A and 
the processed product back from A to B, there will be a tendency for raw 
material produced in B to be processed in A and the finished product shipped 
to B for consumption there. 

It is evident that the level of rates will affect the extent of the 
movement of raw material and finished product. High rates will impede 
movement, and under the conditions assumed would stimulate local, though 


small scale, production in B. 
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(b) Even if the raw material is localized, provided other factors 


are neutral, and processing costs are not significantly different, total 


costs would be equal at all points (locational indifference) . 


(c) Under similar conditions to (b) except that the unit-—mile rate 
diminishes with distance (tapering), and the rate of tapering is the same 
for material and finished product, total costs would be minimized by locating 
either at the point of raw material production or the point of consumption, 


but would be higher at any intermediate point. 


(d) Under the same conditions as (b), except that in processing two 
Brite of raw material produce one aE of product, (ratio 2:1) total costs 
would be minimized by locating at the point of raw material production. The 
Riaecer the input-output ratio the greater the advantages of orientation 


toward the source of raw materials. 


(e) Under similar conditions to (b) except that the rate on the 
finished product is greater than the rate on the raw material, total costs 


would be minimized by locating at the point of consumption. The greater 


'. the difference in rates the greater the advantage of consumer location. 


Under otherwise similar conditions to (b), if the ratio of the rate 
on the finished product to the rate on the raw material (say 2:1) is the 
same as the input-output ratio (2:1) costs are equalized at all points 
(locational indifference). If the rate ratio (say 3:1) is greater than the 
input-output ratio (2:1) processing will tend ta be located at the point of 
Pe sinptiou: if less, the advantage is. with raw material location. 

The conditions illustrated bring out the importance, with substantially 
uniform factor prices, of economies of scale and of freight rates as 
determinants of industrial location. 

The historical distribution of population, with the already greater 
Pena ty Be ee iation and the presence of relatively large scale, established 
industry in the central provinces, provides conditions favourable to the 
establishment of new industrial capacity in these provinces. Some of these 
conditions are relevant to sound economy in the use of the resources of the 


country, while some are not. 
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We have already expressed the view that the economy of the more 
sparsely populated prairie region has certain defects, and that these 
defects could be reduced by expansion of industry in the prairie provinces. 

There is then a reasonable argument, on grounds of natural, as well 
as regional, welfare for measures to induce decentralization of industry. 
Our argument in this submission is confined to aspects of the freight rate 
structure. 

In the illustrations we present in Part II there is, in our submission, 
substantial evidence that relative rates dispose against location of 


secondary industry in Alberta. 
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PART II 
FREIGHT RATES AND INDUSTRIAL LOCATION 


Part I of this Brief has dealt with the general Brounen of 
industrial location and has noted the role of transfer costs in this 
development. In this Part we will deal with specific rate situations 
which illustrate the role that transfer costs play in industrial 


location. 


We may distinguish two broad divisions of the subject matter. 
A. ‘The relationship between: the Weveror tion rates on raw materials 
and the rates on products made from ee raw materials. 
B. The matter of transportation charges which apply on the same 


products from different production areas (market rates). 
A. Raw Material and Finished Product Rates. 


The relative transfer costs on raw terials and processed pro- 
ducts will, in specific situations, tend to do one of the following: 

a. encourage consumer location; 

b. encourage producer location; 


c. play a neutral role in location. 


Examples of rate relations which do one or other of these things 
may be found by referring to certain industries presently established 


in the Province of Alberta. 


(1) The Meat Packing Industry offers one of the best examples 
of an industry affected by freight rate relations which tend to pro- 
duce consumer location, our first general classification. 

Livestock production is part of the agricultural picture in 

| (1) | 
every province of Canada. Table 1A shows the number of cattle and 


calves, hogs, and sheep marketed annually in Canada while Table 1B 


shows percentage relation that these various marketings bear to one 


another. 


(1) Newfoundland is omitted from this discussion because of the lack 
of data. 
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TABLE 1A 


Provincial Marketings by Alternate Years 1930 to 1948 in Thousands 


(a) Cattle and Calves 


' . MART- 

YEAR BOs ALTA SASK: MAN. ONT. QUE. TIMES TOTAL 

1930 in 153 134 95 506 136 5 1029 
32 - 136 131 93 483 110 5 95465 
34 = 240 229 186 675 149 6 1485 
36 ~ 473 402 211 716 146 16 1964 
38 = 385 212: 276 GOT 190 23 1822 
40 38 362 296 20D TLh7 268 43 2029 
42 45 374 328 269 - 426 278 40 2060 
Ld 56 472 461 256 695 259 29 2228 
46 64 595 583 318 768 311 57 2696 
48 67 651 tS 306 874 380 48 2899 

(b) Hogs 

1930 _ 629 315 200 1054 83 21 2302 
32 ~ 1008 491 281 1326 Th 17 3197 
34 a 1013 491 230 1179 85 29 3027 
. 36 ~ 1039 570 268 1613 251: 5D 3796 
38 - 783 217 250 1631 283 81 3245 
40 - 1485 649 511 2191, 524 88 5L54 
42 32 2182 965 598 2022 348 86 6233 
AL 50 2982 1934 852 2109 789 147 8863 
46 22 1251 514, 345 1770 478: 85 41,65 
AB)! OAT 1165 357 2725 1907 S516 | 176 4775 

(c) Sheep and Lambs 

1930 - 107 43 Al 254 135 seh 591 
32 - 113 56 40 245 114 9 577 
34 = 206 82 90 302 125 19 824 
36 - 247 94 81 252 122° 15 812 
38 =)" 1R00 13 89 249 129 18 758 
40 36 193 80 99 226 123 15 72 
42 34 207 89 95 229 158 21 833 
Ki, 40 303 136 27 259 161 28 1051 
46 35 300 142 222 286 Ws 66 1165 
48 22 216 78 (55 207 184 39 801 


(1) Source: "Annual Market Review", D.B.S.' 
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TABLE 1B 
Marketings in Canada in Percentages by Provinces 


Alternate Years, 1930 - 1948 


(a) Cattle and Calves 


MARI - 
YEAR _B.C. ALTA, _ SASK. MAN. ONT. _— QUE. TIMES _‘ TOTAL 
1930 + O 15 13 9 49 13.5 0.5 100.0 
B27) 0 1, 13.5 10 51 11.5 ) 100.0 
esdar.a0 16 15.5 1235 visth5-5 10 0.5 100.0 
36 ) 24 20.5 10.5 36.5 7.5 1.0 100.0 
38.0 21) 11.5 15 40.5 10.5 1.5 100.0 
40 2.0 18 14.5 13.5 37 13 2.0 100.0 
42 20 18 416 13 35.5 13e5 0 ie 100.0 
Pon "25 or 20.5 11.5 a1 12 105 100.0 
46 = 2.5 22 21.5 12 28.5 11.5 220 100.0 
48 2.5 22.5 20 10.5 30.0 13 1.5 100.0 
_ (b) Hogs 
1930 O 27 13.5 8.5 46.5 3.5 1:0 100.0 
32: 0 31.5 15.5 9.0 4120 2.5 0.5 100.0 
34 0 34 16 7.5 38.5 3.0 1.0 100.0 
86% =O 27.5 15 7 42.5 6.5 1.5 100.0 
38 0 2120 6.5 7.5 50.5 9.0 2.5 100.0 
LOne uO 27.5 12 9.5 40 9.5 1.5 100.0 
A201 0%6 35 15.5 9.5 32.5 5.5 1.5 100.0 
Tle (O25 33.5 22 9.5 aM. 9.0 1.5 100.0 
46 0.5 28.0 1.5 8.0 39.5 10.5 2:0 100.0 
48 1.0 24.5 Te 525 40 18 3.5 100.0 
(c) Sheep and Lambs 
1930 O 18.0 7.5 7:0 4285 23 2.0 100.0 
32 0 19.5 9.5 7.0 42.5 20 1.5 100.0 
Vii he Ae’ 25 10 11.0 36.5 15 2.5 100.0 
36 2«2OOO 30.5 11.5 10 31 15 2:0 100.0 
38 ) 26.5 9.0 12 33 17 2.5 100.0 
40 - | 45 25 10.5 13 29 16 2.0 100.0 
Dane eC) 25 10.5 11.5 27.5 19 2.5 100.0 
Li) dO 29 13 12 22057 5 2.5 100.0 
46 3.0 26/0") al 10.5 24.5 (18:5 525 100.0 
48 3.0 2720 9.5 6.5 26 23 5.0 100.0 


(1) Source of basic information: "Annual Market Review," D.B.S. 
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Tables 2 and 2A give the slaughterings in each Province in Canada 
and the percentage that these slaughterings are of provincial market- 
ings. You will note that Alberta has consistently slaughtered fewer 


animals than she has marketed. 


In the past the vast bulk of Alberta's livestock has been sent 
to deficit meat areas in the unprocessed mate that is, we have 
exported live animals. Table 3 which gives the actual inter- 
provincial shipments of cattle and calves, hogs, and sheep from 
Alberta illustrates this LP ye 

The impact of transfer costs upon the meat and livestock move- 
ments statistically outlined in the above tables is apparent when 
the relative costs of movement are considered. The following are 
typical examples of the present freight costs that apply on the 
movement of Alberta cattle, and cattle products, to consuming centres. 
Steers are used in these examples but the same situation holds with 
hogs or sheep. 

Example No. 1 


A good butcher steer finished at Carstairs, Alberta, and moved 
(2) 
to Vancouver for consumption.’ The costs of Calgary and Vancouver 
slaughter, compared from the transportation standpoint are as 


follows: 


(a) Calgary processing: 
(3) (4) (5) 


Live steer Carstairs to Calgary 1000 x98 x 1ld¢ = $1.37 
100 . 
eo (6) (7) 
Meat Calgary to Vancouver OSO0rnyx 60" wx 1.15 1, = $6.76 
100 


(1) See Appendix A for comparable tables for other provinces. 

(2) These examples are comparable to those used by Gainers Ltd., 
an Edmonton meat packing concern. See Exhibit #25 and page 
2114 to 2182 of the Transcript of Proceedings of this . 
Commission. 

(3) Initial weight of animal. 

(4) Shrinkage of 2%. | 

(5), CSP.R. Wi 59-B: 

(6) 60% dressing percentage includes other edible products and 
allowance for hide. 

(7) W 490 C. 
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TABLE 2 
A (1) 
Provincial Slaughterings in Inspetted Establishments in Canada 
for Alternate Years 1930 to 1946. 
(In Thousands) 


MARI- 
YEAR B.C, ALTA. SASK, MAN. ONT. QUE. TIMES TOTAL 


Cattle and Calves 


1930 56 al 23 138 B92 291 2 979 
32 49 71 32 158 321 308 1 940 
34 60 114 64 287 L464, 355 5 1347 
36 70 168 100 401 459 318 6 1522 
38 ois Abe, 65 beef! 479 378 HDs 1536 
40 81 159 69 340 505 424 Ly 1595 
42 98 188 72 367 440 455 Ne 1637 
44 121 258 122 509 508 478 20 2016 
46 145 364 213 617 499 546 38 2422 

Hogs 

1930 130 326 88 266 720 SiO 25 1928 
32 174 492 13) 493 819 579 38 2726 
34 124 580 230 5 54, 909 450 40 2875 
36> 121 665 305 614 1271 a. 49 3566 
38 102 594 133 369 1368 520 63 3149 
40 128. 1186 344 992 1855 874 19 5458 
42 123 1752 663 1199. 1771 610 80 6198 
4A 217? 2342 1182 1953 1855 1088 35 8766 
46 153 932 eT 621 14.95 594 80 4252 

Sheep and Lambs 

1930 86 67 il 81 297 185 22 749 
32 98 78 20 vata 285 179 19 790 
34 110 Th, 30 143 322 154 22 855 
36 97 89 Se 144 293 15 19 829 
38 105 67 28 (129 287 165 19 800 
40 101 55 28 138 270 159 ay 765 
Li2 106 68 31 148 276 177 20 826 
44 127 92 37 168 320 190 23 957 
46 108 123 a 256 318 283 50 1.210 


Source; "Livestock and Animal Products Statistics" —- D.B.S.° 


(1) These figures are less than figures for, Slaughterings in Packing 
Houses and Abattoirs but were used because figures for latter were 
MN published on the same basis for all years. 
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TABLE 2A 
Provincial Slaughterings as a Percentage of Provincial Marketings 


Alternate Years 1930 1946 


| MARI- 
YEAR - B.0; ALTA. SASK. MAN. ONT. QUE. TIMES 


Cattle and Calves 


1930 48 a7 146 78 214 40 
32 ey 24 170 67 281 67 
34 48 29 Abo 69 238 50 
36 36 25 190 64 27. 38 
38 40 31 168 65 199 48 
40 213 44 23 124° 68 158 40 
42 218 50 22 136 61 163 43 
44 219 55 26 199 73 184 69 
46 226 61 36 201 NOS 75 67 

Hogs 

1930 52 28 ANG Re 68 450 119 
32 49 27 175 62 782 224 
34 Of 48 232 et 530 138 
36 64 54 229 19 225 89 
38 76 61 148 84 182 78 
40 79 Do 194 85 166 89 
42 385 80 69 200 88 A i 93 
44 422 19 61 229 88 138 92 
46 700 7h fe) 180 . 84 124 95 


Sheep and Lambs 


1930 63 26 199 116° | 98137 200 
32 69 36 278 116 ~=—-158 palit 
34 | 36 3. 159 106 123 116 
36 36 34 179 116 =: 126 126 
38 34 39 Tag 115 130 106 
40 279 26 35 139 ng 129 94 
42 297 33 35 156 120 111 96 
Ad, 318 30 27 136 123 118 82 


46 290 41 aol 210 VAG 2: 76 
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TABLE 3 


26. 


(1) (2) 


Shipments of Livestock from Alberta to Outside Points 


YEAR BiCe 
1930 25 
32 24 
34 42 
36 58 
38 4d, 
40 51 
42 47 
AL 70 
46 87 
1930 108 
SY 129 
34 119 
36 108 
Sieg 72 
40 114 
eeu 101 
44 169 
46 153 
1930 55 
32 45 
34 70 
36 62 
38 ont 
40 61 
42 61 
4A 88 
46 76 


SASK. _ 
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noe 
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nN 


Alternate Years 1930 to 1946 


_MAN. 


(In Thousands) 


ONT. 


QUE. 


Cattle and Calves 


14 
15 
19 
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34 
1 
al 
22 
22 
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(1) See remarks and table on next page. 
Livestock and Annual Products Statistics -- D.B.S. 


(2) Source: 
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EXPLANATORY NOTE TO TABLE 3 ON PRECEDING PAGE 


It will be noted from the following table that the most conservative 
figures for the export of livestock from Alberta have been chosen. We 
have used the figures published in "Livestock and Animal Products 
Statistics" which appear in the right hand column below. 


Year 


1936 
38 
40 
42 
44 
46 


(a) 


CATTLE AND CALVES EXPORTED FROM ALBERTA 


(ajee (b) (c) 

Tonnage’ Animal» Equiv. ‘Total-Marketings Export 
000'-s 000' s. Minus Alta.Slaughter (d) (e) 
124.4 276 - z - 199.4 
15h 156 229.2 192.8 134 
76.3 169 195.4 177 108.7 

~ _ 174.6 180 109.7 
81.9 182 210.6 179 170 
7935 177 221.4 - 179.8 


Summary of Monthly Railway Traffic Reports, D.B.S. Net export of 
cattle and calves per column 8 under Revenue Freight carried by 
Canadian Railways. 


(b) Using a factor 20/9 which means the average weight of each animal 
_.was 900 lbs., we calculate the number of animals exported. 


(c) 


(d) 


(e) 


Alberta Cattle and Calves Marketings per Annual Market Review -- 
Dominion Department of Agriculture, minus Slaughterings in Packing 
Houses and Abattoirs for Alberta per Livestock and Animal Products 
Statistics, D.B.S.. 


Export figures given by Alberta Department of Agriculture, calcula- 
ted from Health of Animals returns. 


Export figures from Livestock and Animal Products Statistics. 
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(b) Vancouver processing: 
! (1) 
Live steer Carstairs to Vancouvér 1000 x_96 x 56¢ = $5.38 


100 
Total cost: Calgary processing $8.13; Vancouver processing $5.38. 


Example No. 2. 


A good butcher steer finished at Carstairs, Alberta, and moved 
to Montreal for consumption. The cost of Calgary, Winnipeg and 
Montreal slaughter compared: 


(a) Calgary processing: 


Live steer Carstairs to Calgary 1000 x 98 x 14¢ - $1.37 
100 
: (2) 
Meat Calgary to Montreal 980 x 60 x $2.27 = $13.35 
100 
(b) Winnipeg processing: 
: (3) 
Live steer Carstairs to Winnipeg 1000 x 96 x 64¢ = $ 6.14 
100 
| (4) 
Meat Winnipeg to Montreal 960 x 60 x $1.46 = $ 8.41 
100 
(c) Montreal processing: 
(5) 
Live steer Carstairs to Montreal 1000 x_95 x $1.37 = $13.02 
100 


Total cost: Calgary processing $14.72; Winnipeg processing 


$14.56; Montreal processing $13.02. 


Example No. 3. 


_ A good butcher steer finished at Grande Prairie, Alberta, and 
moved to Vancouver for consumption. The costs of Edmonton and 
Vancouver slaughter compared: 


(a) Edmonton slaughter: 


, (6) 
Live steer Grande Prairie to Edmonton 1000 x_97 x 4d¢ = $4.27 
100 
(7) 
Meat Edmonton to Vancouver 970 x 60 x 1.15. = $6.69 
100054. 
(b) Vancouver slaughter: (3) 
Live steer Grande Prairie to Vancouver 1000 x 96 x 79¢ =$7.58 
100 


Total cost: Edmonton $10.96; Vancoumer slaughter $3.54. 


C)).GaP sks Ww 258: (5) CFA 116~A. 

(2) CFA No. 103-P. (6) C.P.R. W 9-B. 
(3) C.P.R. W 9-B. (7) C.PURe WhAco cs 
(4) CFA No. 103-P. (8) C.P.R. W) 52-3. 
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(1) 
Example No. 4. 


A good butcher steer finished at Grande Prairie, Alberta,: and 
moved to Montreal for consumption. The costs of Edmonton, Winnipeg 
and Montreal slaughter compared: 


(a) Edmonton slaughter: 


Live steer Grande Prairie to Edmonton 1000 x 97 x 4d¢ = $ 4.27 
100 
(2) 
Meat Edmonton to Montreal 970 x 60 x $2.27 = $13.21 
100 
(b) Winnipeg slaughter: 
| z (3) 
Live steer Grande Prairie to Winnipeg 1000 x 96 x 80¢ = $ 7.68 
100 
Meat Winnipeg to Montreal 960 x 60 x $1.46 = $ 8.41 
100 
(c) Montreal slaughter: 
(4) 
Live steer Grande Prairie to Montreal 1000 x 94 x $1.58 . = $14.85 


100 
Total cost: Edmonton processing $17.48; Winnipeg processing 


$16.09; Montreal processing $14.85. 


These four examples, which illustrate the general condition, in- 
dicate that it is cheaper to process Alberta livestock outside Alberta. 
This situation arises directly as a result of the relative levels of 


the freight rates charged on meat and livestock. 


A situation comparable to the meat-livestock example we have just 
cited, exists in the petroleum industry. In general the freight rate 
on crude oil is forty per cent of the fifth class standard mileage 
rate while petroleum products take a rate which is on the full fifth 
class basis. The existence of this rate relation has had the effect 
of restricting the market for petroleum products produced in Alberta 
in favour of products processed elsewhere -~— from Alberta crude oil. 


A company situated in Calgary, for instance, has not been able to 


(1) In all these examples the added costs of feeding, car cleaning, and 
etc. incidental to live cattle shipments are ignored as are the 
costs of icing and servicing refrigerator cars. 

(2) C.F.A. °103-P.: 

(3) C.P.R. W 9-B.° 

(4) C.F.A. 116-A. 
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service its dealer outlets in Saskatchewan from its Calgary refinery 
but has been forced to buy petroleum products for those stations from 
another refining company situated closer to the consuming point. 
This latter company was actually using Alberta crude oil from the same 


field as the Calgary refinery. 


Industries such as leather goods and tanning, wool processing 
and soap manufacturing face a situation comparable to the packing 


house industry. 


(2) The Sugar Manufacturing Industry of Southern Alberta illus- 


trates the second general classification produced by raw material and 


finished product rate relations,. namely, producer location. 


Beet sugar, which constitutes the bulk of Western Canadian con- 
sumption, comes from one of the following points of manufacture: 
Picture Buttes Alberta; Raymond, Alberta; or Winnipeg, Manitoba. 
Each of these factories is located in the centre of a beet producing 
area. The relation which exists between the rates on sugar beets 


and the rates on the processed product is a prime determinant in the 


matter of the location of these plants. 


The rates on sugar beets moving from the field to the plant 
correspond roughly to 50% of the tenth class distributing rate, 
although the actual rates are truck competitive and at the level 


shown in Table 4. 
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Table 4 


Carload rates on Sugar Beets to Raymond and.Picture Butte, Alberta 
Carload Minimum 80,000 lbs. (C.T.C. No. W. 3997.) 


From To Rate Mileage 
Diamond City Picture Butte a2 4 
Magrath Raymond 33 10 
Whitney Picture Butte 3% 19 
Tempest Raymond 54 31 
Barnwell Raymond 6%: D2 
Reliance Raymond 7 60 


The rates applicable on the finished product, sugar, are on the 
basis of fifth class or less, depending upon the carrier competition 
present. The by-products such as molasses and beet pulp move at 


fifth class and eighth class respectively. 


The manner in which freight charges affect the location of the 


plants is apparent from the following table. 


Table 5 
(1) 

Freight Costs on Beets and Beet Products per ton 
Total Field Field Factory__ Beet Sugar Mol. Pulp Total 
to Consuming to _to Consum- Cost Cost Cost Cost Cost 

Point _—§_~—Factory ing Point maa 
MILES MILES MILES 

a5 Ero $1.00 °§1.41'  $.23 -$.15 $2.79 
200 200 ~ 2.50 -~ —- — 2.50 
500 25 475 1.00 2-49 Al 445) how 5 
500 = 4.20 -- -- -- 4.20 
1000 25 975 1.00 3-39 ~66 037 5.96 
1000 ~ 6.80 = -= -- 6.80 
1500 25 1475 1.00 5.23 ~85 45 f Gist! 
1500 - 9.00 -- -- -- 9.00 


(1) Factory outrun per ton of beets: 
50 lbs. dried beet pulp. 


300 lbs. sugar; 50 lbs. molasses; 


Note: All product rates are on a distributing basis. 
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Table 5 indicates that when there is a movement of 200 miles in- 
volved in marketing sugar, a plant situated 25 miles from the source 
of supply and 175 miles from the point of consumption has a total 
freight cost for all products of $2.79. A plant situated at the point 
of consumption would have a freight cost of $2.50. As the distance 
to market increases we find the initial disadvantage of producer loca- 
tion disappearing and its relative advantage showing a marked increase 
even when all products are considered. It should be noted that in 
fact the prime consideration is actually the sugar movement alone. 

The by-products, beet pulp and molasses tendcto. drawvtheit own ine 
dustry and consequently could well be omitted from the locational 


picture. 


In the general category of industries affected by producer- 
location rates we may include such agricultural processing plants as 
those handling canned vegetables and evaporated milk, although both 
the latter are conditioned by the perishability of the initial raw 
material to a much greater extent than is sugar. In the general 
industrial field certain coal products, and to a limited extent, 


building brick manufacture, are other illustrations. 


(3) The Flour Milling Industry is an example of our third 
general classification of raw material-finished product rates. It 
demonstrates a rate relation between a raw material and a processed 
product which has a neutral effect upon the location of processing 


The manner in which freight rates influence the location of 


the flour milling industry is apparent from the following examples: 
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Example No. 1. 


Grain originating at Red Deer and moving to Vancouver for consumption 


as flour. 
Domestic grain rate Red Deer to Vancouver 393¢ 


Stopover for milling in Calgary, charges as follows: 


Domestic rate Red Deer to Vancouver 394¢ 
Less inward rate paid Red Deer to Calgary 143¢ 
Balance of through rate on flour 25 ¢ 
Plus stopover for milling 13 
Total charges . L0$¢ 


Example No. 2. 
Grain originating at Red Deer and moving to Vancouver for export as flour. 
Export grain rate Red Deer to Vancouver 22¢ 


Stopover for milling in Calgary, charges as follows: 


Export rate Red Deer to Vancouver 22¢ 

Less inward rate paid Red Deer to Calgary 143¢ 

Balance of through rate on flour Ta¢ 

Plus stopover for milling 1F 

Total charges 233¢ 


Example No. 3. 
Grain originating at Red Deer and moved to Montreal for export as flour 


or for domestic consumption. 


The grain rate Red Deer to Ft. William 27¢ 
Plus the Fort William rate to Montreal 38¢ 
Total charges 65¢ 


The milling in transit privilege is exactly the same for milling at 
all intermediate points on a direct line of transit so in this case the 
grain which originates at Red Deer could be milled at any point 


between Red Deer and Montreal at the same transportation cost. 
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The practical effect of the milling-in-transit privilege has been 
to permit the establishment of, or continued operation Ou, mills 


Situated in non-wheat producing areas. In the absence of such a 


privilege Alberta points and ports such as Vancouver and Montreal 


would have more milling industry. 


ay (Nee (1) 
Jackman in his Economic Principles of Transportation obviously 


supports this idea when he states at page 595: 


"In the United States the gradual expansion of settlement 
westward and the relative decline of agriculture in the East 
caused the eastern flour mills to face a serious situation. 
Their local supplies of wheat were dwindling and they had to 
draw their wheat from wider and wider areas as the wheat 
producing territory pushed farther and farther westward. 
as the production of wheat advanced westward, newer mills 
were established nearer the sources of supply; and these had 

an advantage over the older mills in the East in that they 
could get their wheat at the lower freight rates, while their 
flour, being more valuable than the wheat, could stand the 
longer-distance haul to the markets of the East. For a time 

it seemed as if the eastern mills would either have to go out 
of business or else move west near the sources of their raw 
material, for with their long haul on the wheat and the full 
local rate on the outward movement of flour they could not 
compete with their western competitors, which obtained their 
wheat at a very low cost of transportation and sometimes 
locally without any railway haul. To save the situation, so 
far as the eastern mills were concerned, the railways developed 
the system of milling-in-transit rates, under which the inbound 
movement of wheat and the outbound movement of flour were 
treated as practically a continuous movement from the point 

of origin of the grain to the ultimate destination of the 
flour. By this means it was immaterial where the mill was 
located along the railway line, for the through rate from the 


But 


point of origin of the wheat to 
would be the same. The through 
of the two locals, on the wheat 


"This system extended to Canada 
because the production of wheat 


the destination of the flour 
rate displaced the combination 
inbound and the flour outbound. 


and was equally advantageous 
and the flour milling industry 


had gone through the same evolutionary stages in its westward 
expansion as in the United States." 


B.: Market Rates. 

Aside from the rate relations which exist between raw materials 
and finished products, industrial location may be influenced by the 
relative rates between and within competing territories. Relatively 


high rates in one area, although they may act as a, trade barrier protecting 


the local market, generally have the effect of increasing: the 


(1) W. T. Jackman, Economic Principles of Transportation, University 
of Toronto Press, 1935. 
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transportatkon bill for industry and commerce located in that area, 


and of limiting the market for locally produced commodities. 


For the most part the locational aspect of market rates is a 
derived one, and stems from the general principles utilized in 
formulating the freight rate structure. If those principles involve 
discrimination between certain localities and areas these will be 


at a disadvantage as far as industrial location is concerned. 


Long—and-short-haul Discrimination has very decided implica- 


tions for industrial development. The position of the vegetable 
canning industry of Southern Alberta is one example we may cite. This 
industry is unable to get the benefit of its proximity to the west-— 
coast market because vegetables grown and canned two thousand miles 
further east have been able to move into that market at a lower rate. 
The evidence of the Alberta Canning Company of Magrath in the Thirty 
Percent Case is interesting in this regard. Mr. Eddington, the 


| (1) 
President of that company, stated in his brief to the Board: 


"We further object to the present rate of 96¢ per hundred 
pounds for Toronto shippers to ship canned goods into Van- 
couver, in comparison with our rate of $1.16.... It is our 
further claim that geographically Vancouver should be one 
of our markets, and should be considered the same as in 
the U.S. ‘where our freight rates take care of us from Utah 
“to our Pacific Coast..." 
: The vegetable canning industry in Southern Alberta is appreciably 
‘smaller than it might be because of long-and-short-haul discrimination. 
The manner in which Interline Rates are constructed also has an 
effect upon industrial location. A new salt plant at Lindbergh, Alberta, 
a Canadian National point, is assessed a surcharge of 6¢ per hundred 
pounds on all traffic which moves to Canadian Pacific points. The 
effect of this addition to the through rate is to seriously qualify 
the competitive position of this plant vis a vis plants at Waterways, 
Alberta, Unity,, Saskatchewan, Neepawa, Manitoba, and Windsor, 
Ontario, all of which receive the through single factor rate because 


(1) See Transcript of Evidence, Thirty Percent Case, Volume 764, 
page 9596 and following. 7 
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of location on both lines or at least proximity to both lines. Asa 
result of transportation costs which hamper the competitive position 
of the lindbergh plant a program of expansion which would be of 
material assistance to industrial diversification in Alberta is being 


hindered. 


The existence of Distributing Rates from certain places and the 
lack of those rates from others also has an effect upon industrial 
location. The position of a plant at Gap, Alberta which manufac- 
tures mineral insulation is of interest in this regard. This plant 
in in competition with one at Moose Jaw and others in Eastern Canada 
in supplying insulation to the prairie market yet the Gap plant pays 
at least 15% more than its competitors on each pound of freight it 
ships. Thus if the Gap plant wishes to get into Medicine Hat, a 
point 238 miles east it pays a rate of 62¢. The Moose Jaw plant 
which is 258 miles east of Medicine Hat can get into that market on 
a 57¢ rate. The fact that the Gap plant is now under bondholder 
operation is not unrelated to this freight rate discrimination which 


worsens its competitive position. 


The problem of market rates and industrial location may also be 
related to the mae of Agreed Charges. These Agreed Charges are a 
development of the Transport Act of 1938 and subsequent ammendments. 
An Agreed Charge is a contract rate given by a railroad, or railroads, 
after an agreement which is subject to approval by the Board of 
Beenaoort Commissioners has been made with a shipper who guarantees 
all, or a specified part, of his business to the railway granting 
him the rate. In return for a volume commitment the shipper is 
given a special rate for a stated or unlimited festa of time. The 


agreement may be terminated by either party upon notice. 


The purpose of Agreed Charges is to enable the railroads to 
ie el) 
more effectively meet the competition of water and truck carriers. 


The McColl Frontenac Case which we mention in Part III of this 


(1) See Hansard 1938, pages 340 and following. 
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submission provides a good example of the implications of Agreed 
Charges for industrial location. In addition there are certain more 


general matters which must be considered. 


The position of the small shipper is made difficult by Agreed 
Charges. The Transport. Acti providesithat if,it be xupraved «= 
that a contract unjustly discriminates against a competing shipper 
that shipper may ask for similar treatment. The complaining shipper 
must show that "substantially similar circumstances and conditions" 
| prevail, This is a most difficult requirement and indeed having in 
mind that two plants in an industry seldom have similar conditions 
as to their marketing requirements it is very likely to be an in- 
possible ones One example which illustrates this may be found in 


C.N.R. and C.P.R. v.- Lion Oils Ltd. (1939) 50 C.R.C. 166 where 


counsel for Lion Oils stated: 

"that that company could not become a party to the agreed 
charge _as it could not undertake to move all its traffic by 
rail, as the oil companies parties to the agreement had under- 
taken to do, because it has not tank stations established at 
the various points on the railways." 

Having in mind the differences in market requirements it may 
also be shown that a small plant would be unable to take advantage 
of the Agreed Charge granted a large competitor. This would 
happen in any instance where the relative proportions of long-haul 


traffic and short-haul traffic differ Significantly between the 


two plants. 


A more fundamental disability pertaining to Agreed Charges is 
the fact that they interfere with legitimate competition from other 
carriers. In our submission the only effect of legislation of 
this kind, which hampers free competitive influence within the 
transportation field is to increase the overall cost of transport 
service to the users. As we will point out in our submission 
dealing with truck transportation the problem of regulating those 
segments of an industry which are essentially monopolistic is to 


make certain that all factors are not equated at the monopolistic level. 
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The "Stop-off" Privilege is one which has certain implications for 
industrial location. ar has been recognized by the Board in several 
ae heen this is a privilege which it is the prerogative of the 
railway to give. In the Board's view the only jurisdiction the Board 
has in the matter of "stop-off" privileges is in regard to discrimina- 


tion which may result from the privilege. It is our contention that 


this matter should not be left in the control of the railways alone. 


Rate Groups have a bearing upon industrial location. In the 
absence of production area rate groups there is a tendency to concentrate 
industrial activity at one point. In our opinion this is not desirable, 
more particularly in connection with agricultural processing plants. 

If one location in a general vegetable producing area, for instance, 
can obtain a lower rate than other locations slightly further away 
from the common market but in the same general producing area, an un- 
warranted advantage is conferred upon that location. We submit that 
the principle of grouping freight rates from the same production area 
to common market points should be a recognized feature of the freight 


rate structure. 


There are several aspects to the problem of Developmental and 
Temporary Rates which are related to industrial location. In the 
first instance we submit that rates granted to a new industry should 
be on the same basis as the rates to comparable industries in other 
parts of the country. If special circumstances exist which make it 
necessary or desirable for a new industry to have a lower than normal 
rate, the making of such a rate should be the concern of the railways, 
the industry and the Board. Devel coments rates ohen made eneurd be 


limited in time otherwise industry becomes adjusted to a lower than 


(1) See, for example Simcoe Fruits, Ltd. and Ontario Fruit Growers 
Association v. Grand Trunk and Canadian Pacific Ry. Cos 1913) 
ae, “CSR Cs 370; United Grain Growers et. al. v. ‘Canadian Freight 
Association (1918) 24 C.R.C. 128. 
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normal rate which under present conditions may be removed arbitrarily 
and without sufficient notice. When this course is not followed we 
have situations developing such as were brought to the attention of 
the Commission in the regional hearings by the purebred livestock 


breeders. See evidence taken at Calgary, pages 1865 to 1896. 


Temporary rates, sometimes referred to as expiry rates, are in 
somewhat the same position as developmental rates inasmuch as they 
represent a temporary reduction from the normal rate. Because the 
renewal of these rates is at the discretion of the railway they place 
the shipper in a position of uncertainty with regard to his future 


transport costs. 
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PANT aid 


CARRIER REGULATION AND INDUSTRIAL LOCATION 


A. Railroad Management. 


The place that railroad policies and management occupy in the 
“field of industrial location is an important one. An initial and realistic 
assumption is that the railways make a determined effort to encourage the 
establishement and operation of industry on their lines. The primary object 
of such railway enterprise is of course to obtain paying traffic and 
incidentally to sell property and other ancillary services. Railroad 
management is therefore concerned with industrial location to the extent 
that such activity will increase their net return. The question naturally 
arises therefore: Is there a necessary and acceptable relation between 
this objective and the broader objectives of regional and national economic 
policy? If there is it may be safely left to the railways to freely exert 
their iMeafence in the field of industrial location because what is to their 
advantage is to the general good. If this necessary relation is now present 
then conflicts between railway objectives and the broader needs and aims of 


the economic body will emerge. 


On a priori grounds the assumption that railway policy is in fact 
compelementary to what may be termed ‘national’ objectives must be suspect. 
The railway is after all concerned with moving goods; in general the more 
goods which are moved, and the greater the distance such goods are moved, 
oe greater will be the revenue, and presumably the profit, to the railway. 
The railways, it may be expected, will act in their own best interest. 
Realizing this however merely points to the folly of assuming that industrial 
location is a matter which can safely be left to the working of railway 


policy alone. 
(1) 


A recent case before the Board of Transport Commissions provides 


(1) McColl Frontenac Oil Co. Ltd. Agreed Charge Application (1949) 39 
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@ practical illustration of the consequences of such a philosophy. 


The Canadian National Railway, the Canadian Pacific Railway 
Company and the McColl Frontenac Oil Company Limited under the provisions 
of the Transport Act, 1938, applied to the Board of Transport Commissioners 
for approval of an Agreed Charge. The substance of the arrangement was 
that the railways would carry petroleum products from the Lakehead to 
certain McColl Frotenac distributing points in Saskatchewan at a lower 
than normal rate. The petroleum products to be carried originated at 
the Montreal refinery of McColl Frontenac and were processed from foreign 
crude oil. These products would move to the Lakehead by boat or rail and 


then westward on the Agreed Charge. 


The railways gave several reasons for making this Agreed Charge. 
For our purposes the most important of these is found in a letter from 
F.C; S. Evans, Vice-President and General Counsel of the Canadian 
Pacific Railway Company, to the Secretary of the Board of Transport 
Commissioners dated the 15th of May, 1947, and attached hereto as Appendix 


(2) 
B. Paragraph (d) on page 2 of Mr. Evans' letter reads as follows: 


"(d) To avoid the construction of a 
refinery by the McColl Frontenac Company 
Limited at a point in the prairie provinces 
which would result in the railways receiving 
only low revenue on the inbound crude oil 
and the probability of losing the outbound 
traffic to truck transportation." 


B. The Board of Transport Commissioners. 


The attitude and actions of the Board of Transport Commissioners 
in the matter of industrial location may be conveniently considered under 
two headings: (1) The relation between rates on raw materials and rates 


on finished products, and (2) Market rates and market competition. 


(2) Mr. A. K. Dysart, Assistant Genera’. Solicitor for the Canadian 
National Railway in a communication to the Secretary of the 
Board dated May 10 gave similar reasons for making the Agreed 
Charge. 
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(1) The Relation between Rates on Raw Materials and the Rates on 


Finished Products. 


In Kemp Manufacturing & Metal and Winnipeg Ceiling & Roofing Cos. 
v. Canadian Pacific Ry. Co. (1909) 10 C.RC 161, Mr. Commissioner 
McLean said at page 168: 


"Tt is a natural trade condition for manufacturers, 
conditions of capital and demand being satisfactory, to 
carry forward the raw material to the point most economically 
adjacent to the centres of demand and then manufacture it. 
Normally this means that the long haul of the raw material 
is at a low rate, while a higher rate is on the finished 
material from point of manufacture to point of destination. 
Sometimes both the raw and the finished materials may be 
in the same class. To find the raw material classed higher 
is abnormal: The natural trade condition spoken of is 

' constantly shown in the contests of various centres over 
distributing rates. Whether a centre shall have a dis-~ 
tributing territory tributory to it, and what that 
territory shall be, is something which in general, in 

“My opinion, lies outside of tue scope of the Board's 
functions. It is a matter which must be left to general 
trade conditions to adjust. The Board becomes interested 

in it only because of some complaint of discrimination or 
unreasonableness of rate. 


"It is not for the Board to attempt to direct trade 
development. That is something which must be worked 
out in other ways. But, for the Board to stand on the 
former order, regardless of changed industrial conditions, 
is for it to place a traffic obstacle in the way of 
legitimate trade developments." 

This judgment starts from the assumption that it is ‘natural! to 
move raw materials rather than finished products. The problem is thus 
assumed out of existance. It is out submission that. it is only 
‘natural! to move raw materials if, given the rates on raw material 
and finished product, the input output ratio of the raw material and 
the product is such that it is cheaper to forward the raw material. 
There is nothing inherently right about moving raw materials over long 


distances and in fact such a procedure is more likely to be inherently 


wrong because it involves wasted transportation effort. 


The most reasonable argument for higher rates on processed products 
rests on their higher value; and the assumption that the higher priced 
commodity ‘can afford to pay' the higher rate. It is probably that, 
in poapen the movement of : higher priced product will not be more 
seriously affected by a high rate than will the movement of a lower 


priced product by a low rate. However, this is not necessarily so in 
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purticular cases. The effect in each case depends not only on the rela- 
tion of the rate to the price but also on the elasticity of demand. 
In Aas the process of determining rates on raw materials and finished 
products is essentially arbitrary — a fact which cannot be obscured by 
the use of question-begging terms such as 'reasonable', 'non-discrimina- 


tory! or 'just'. 


In Dominion Sugar Co. v. Canadian Freight Association (1912) 
14 C.R.C. 188, the Board held that: 


"Carriers are not required to adjust their rates 
(apart from the general question of reasonableness) in such 
‘manner as to equalize cost of manufacturing production in 
different sections; nor is it necessary that rates on raw 
material and finished product should be so related as to tend 
to that result." 


The finding in this case makes it plain that the relationship between 


raw material rates and finished product rates is left to the railroads. 


Chief Commissioner, Sir Henry L. Drayton, K.C., said in International 


Paper Co- v. Grand Trunk, Canadian Pacific and Canadian Northern Ry. Cos., 
(1913) 15 6:R.¢. 111, at pages 114 and 115: 


"This principle, that is, the right of the carrier to 
consider the resultant traffic as a reason for a lower rate on 
the original commodity where drawn to points of manufacture 
on the carrier's line, is well established by the judgment of 
the Board in Michigan Sugar Co. v. Chatham, Wallaceburg and Lake 
Erie Ry: Co., Canadian Railway Cases, Vol. XI., page 353. — 
There are, of course, objections to the principle. It may well be 
that the original shippers should obtain, in all instances, the 
same rates on the rough commodity; but it is impossible to dis- 
continue the application of the principle in this case without 
a complete revision of existing tariffs, which have been, in 
many cases, built up entirely having regard to it. 


This judgment confirms the position taken in the Michigan Sugar 
Case but records the recognition of the Board that there are valid objec-- 
tions to the principle. 

In Provinces of Alberta & Saskatchewan et al v. Canadian Pacific and 


Canadian National Ry. Cos., (1928) 18 J.0.R.R. 4065 Chief Commissioner 


Hon. H.A. McKeown, K.C., said at pages 412 and 413: 
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"As a matter of fact, a study of the tariffs reveals 
that the normal basis on these commodities has been the 
class rates, subject at various times to lower commodity 
rates based on combinations available through certain 
gateways, and subject as well, at times, to a reduction 
from the class rate basis accorded by the carriers as a 
measure of assistance to the industries interested, in 
order to aid them in meeting market competition. 


"Further, it cannot be said that the present application 
to recognize the Winnipeg percentage spread, and to make it 
govern from all points, takes its rise from any changed 
conditions in the rate structure on these commodities, for 
the spread between the livestock and the class and commodity 
rates applying on fresh meat and packing house products from 
Winnipeg eastward, has always been less than that of the 
spread on the same commodities attaching to points west of the 
latter city; and in view of the criticism and statements 
contained in the record, it may be well to point out that, 
while the rates on livestock from western prairie points are on 
a relatively lower basis than from eastern Saskatchewan and 
Manitoba, such rate adjustment was not originated by this 
Board, but was initiated by the carriers in the exercise of 
their discretion in establishing rates to assist industries to 
develop markets and to meet market competition. For this 
purpose the carriers established on livestock blanket rates 
in western Saskatchewan and Alberta only a few cents higher 
than the rates applicable from points in eastern Saskatchewan 
and Manitoba. In doing so they asserted that this live- 
stock rate adjustment was not a normal one but was of a 
special nature, and that it was established owing to a desire 

_ on the part of the carriers to develop the livestock industry 

-. of Western Canada, and to enable the producers to have the 
benefit of the eastern Canadian market. Rates established in 
this way, and under these circumstances, cannot be regarded as 
a standard by which other rates shall be determined. As long 
as such rates do not cause any unjust discrimination or undue 
preference with regard to other rates, such as is forbidden by 
the Railway Act, the Board is not inclined to intervene 
against their establishment, but it is still less inclined 
to adopt them as a standard for other tariffs." 


and further at page Ald: 


"While I am not convinced of the necessity, nor indeed the 
propriety, of establishing a percentage relation between 
these two sets of rates, nevertheless it is not difficult 
to see that a condition could arise in which special rates on 
livestock being accorded to eastern packing companies, would 
operate to the disadvantage of western packers in marketing 
their finished products in competition with eastern packing 
houses. It is this condition, I think, which the Swift 
Canadian Company, supported by packers west of Winnipeg, are 
complaining of, alleging that the totality of these rates 
produces an unjust discrimination in favour of plants located 
at Winnipeg and in eastern Canada, and that the livestock 
rates from Prairie points to eastern Canada detrimentally 
affect the ability of these plants to ship east and south." 


and further at page 418: 


"The equalization above contended for would involve 
a rearrangement whereby the combined rates on livestock 
in and on meat and packing house products outward, would 
produce through transportation charges equal for all 
Canadian packers. As a matter of tariff construction this 
would seem to be impracticable, and would resolve itself 
into an attempt to create such a condition regardless of the 
reasonableness of the rates per ee or of the anomalies 
that would be created." 
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In conclusion it is stated at page 421: 
"Taking the record as whole, it cannot be said that a 
case has been made out showing that the rates from points west 
of Winnipeg to eastern Canada are unreasonable per se, or 
unjustly discriminatory against applicants. Further, in my 
opinion, there is not sufficient upon the record to demand 
or justify a reduction in the rates to Vandéouver, Seattle 
or Chicago, or a readjustment and blanketing of the rates 
from Regina and Moose Jaw." 
In Province of Alberta, and Gainers Ltd. v. Canadian Pacific and 


Canadian National Ry. Cos., (1928) 18 J.0.R.R. 356, Chief Commissioner 


"This application seeks to establish a relation— 
ship between the freight rates on live hogs and rates on packing- 
house products, in the movement from Edmonton to Seattle and 
other United States points, and it is contended that there 
should be a reduction in the current rates chargeable for 
moving the latter commodities.... The substance of appli- 
cant's submission at Edmonton is, that if the dressed products 
of hogs can be carried at the rate prevailing for the carriage 
of the live animals, including a waste weight carried in the 
latter case, it will be to the material advantage of the 
Alberta packer in meeting competition in Seattle, U.S.A." 


Having thus outlined the nature of the complaint, the learned Chief 
Commissioner denied the application. He took the position that rates 
charged upon fresh meat on a Single line haul in Canada afford no 
indication of the reasonableness of rates from Edmonton to Seattle, 

which movement involves a haul over two or three lines. Upon this ground 
and upon the ground that the rates complained of had not been shown to be 
unreasonable per se or unjustly discriminatory, the Board dismissed the 


application for reduced rates upon packing--house products. 


| In these livestock cases the contention that there should be a 
favourable relation between the rates on Alberta ‘export! meat and ' export! 


livestock was rejected. 


In the Provinces of Alberta and Saskatchewan et al Case the application 
was rejected because the learned Chief Commissioner was not convinced 
that the rate relation complained Be ae discriminatory as far as the 
western Srente were concerned. He also felt that establishing all western 


plants at the Winnipeg relation would be impractical. 


In the Gainers Case the learned Chief Commissioner decided the 


question upon the basis of the rate construction used for international 
shipment. With deference to the learned Chief Commissioner it seems that 


after clearly stating the problem he ignored it. 
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In the first of the above cases reference was made to several 
judgments of the Interstate Commerce Gommisaion. <" A brief ravt et of 


the attitude of that tribunal in this matter is therefore of interest. 


In 1894 the Interstate Commerce Commission recognized that the 
Ecmpeti tion between the transportation of livestock and of meat made the 
Met Linch’ Dotson the rates a matter subject to the clause in the law 
forbidding undue preference and prejudice. It said, "In contemplation. 
of the Act, as we interpret it, these competitive dente ten (dive animals 
and products) are to be treated as one subject by the carriers in pro- 
viding for their transportation." (2) This meant that there encaie be 
a Bek: relationship between the rates on meats ‘and the rates on live- 


stock moving into interstate commerce. 


In 1911 the Commission reaffirmed this view but expressed an 
unwillingness to say what the relationship should be. In 1915 in the 
Eastern Live Stock Case 36 I.C.C. 675, the Commission adjusted beth the 
meat and the livestock rates but did not commit itself as to whether or: 


not the resulting relationship was absolutely correct. 


Finally in 1928 the Commission in the Eastern Livestock Cases of 


~ 1926, 144 1.6.0. 731, abandoned any hope of fixing the relationships. (3) 


In Westbound Rates on Meats 210 I.C.C:. 13 decided in 1935 the 
Commission found that the rates from interior points to the coast, 
although generally much higher on meat than on livestock, were not 
prejudicial and they approved the ne rs scale of charges. It might 


have been concluded from this judgment that the Commission had abandoned 


(1) See 18 J.0.R.R. 406, pp. 418 to 421 


(2) See John P. Squire & Co. v. Michigan Central Ry. Co., 4 I.C.C. elt 
on page 628. 


(3) It is of interest to note that although the Commission abandoned 
the hope of fixing a constant and definite relation between meat 
and livestock the most important adjustment in the United States, 

namely, the Ghicago-New York adjustment, has in fact been almost 
constant for thirty years. 
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the thought of treating meat rates and livestock rates as related in any 


way and that henceforth any call for adjustment would be refused. In 


1945, however, the decision in Geo. A. Hormel & Company et al v. Atchison, 
Topeka & Santa Fe Railway Company et al 263 1.C.C. 9 was handed down. 


In this Case the Commission reviewed and clarified previous judgments on 


the matter of meat and livestock rates. 


The General Conclusions in this case are, in part, as Totton 
(pp. 57 be 58) 


"The assailed rates do not permit free movement of 
meats from the midwest to the Pacific coast. In the case of 
the products of hogs this is due almost wholly to the fact that 
the rates on meats are excessive as compared to those on the live 
animals. From Omaha to Los Angeles, for example, the rate on 
fresh meat is about 249 percent of that on the live animal, 
whereas in the opposite direction from Omaha to New York the rate 
on fresh meat is only 136 percent of the rate on the live animal. 
The relation to New York was prescribed by us on transportation 
standards after extensive litigation and has been observed for 
many years. The-higher relation to Los Angeles is due partly 
to our prescription of low rates on the live animals and partly to 
the maintenance by the carriers of high rates on meats. The 
west—bound relation between the two has never been specifically 
‘prescribed by us as it has to New York. There is no logical - 
reason, however, for a greatly different relation west—bound 
than east--bound. The same intensive competition exists between 
the movement of live animals and carcasses in either case, the 
only difference being that in one case the movement is west- bound 
while in the other it is east. bound. The Omaha packer could not 
reach New York with his meats at rates 249 percent of those on the 
live animals, nor can he do so on that basis to Los Angeles. 
The rate on packing house products from Omaha to Los Angeles is 
191.7 percent of the rate on the live animal, but to New York 
it is only 99.7 percent of that rate." 


"Although most of the complainants do not here request what 
they call a fixed relation between the rates on the live animals 
and those on the dressed carcasses of such animals, each of them 
has made it plain that a reasonable maximum relation between the 
two must be observed if the packing industry in the Mid-west is to 
sell any of its products on the Pacific coast in competition with 
the products of live animals shipped from the Mid-west and 
slaughtered on the Pacific coast. The rates proposed by the title 
complainants would result in a relation to the rates on live 
animals from Omaha to Los Angeles, for example, of about 125 percent 
on packing-house products and 150 percent on fresh meats. These 
relations are 25 percent higher on packing house products and 
14 percent higher on fresh meats than the relations prescribed by 
us from Omaha to New York. The Omaha intervener specifically 
requests prescription of the New York relation on fresh meats to 
Los Angeles, contending that if its competitors! rates on live 
animals have been measured by a minimum standard, Omaha!s rates on 
meats must also be measured by the same standard to insure freedom 
‘of movement of meats. We need not elaborate on this contention 
as the livestock rates are not in issue and any deficiencies in 
those rates cannot be adjusted on this Teco 


"The Midwest is not here seeking, for example, 6 transport 
California hogs to the Mid west for slaughter and then ship the 
meats produced therefrom back to California, but merely to inter-— 
cept and slaughter in the Mid west some of the midwestern hogs 
moving past the doors of its packers for slaughter in California. 
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Qver 500,000 midwestern hogs move through the Denver area 

annually for the Pacific coast, but the record shows that none 

of these can be slaughtered at Denver under the present level 

of rates on.meats from that city to the Pacific coast." 

The general conclusion which emerges from this brief review of the 
judgments of the Interstate Commerce Commission is that although the 
- Commission has not fixed definite percentage relations between meat and 
livestock rates they have recognized that the adjustment is an important 


one and have established rates which reflect the competitive situation 


on meat and livestock respectively. 


peterning non to the Canadian situation we find that there is ample 
Beteetear hence of the fact that there is a measurable and significant 
discrimination against the processing of Alberta livestock in Alberta. 
Table 6 indicates the percentage relation which exists between fresh 
‘meat, packing-house products and ie ceisial at certain selected processing 
| heer: 7 

Table: 6. 7 

Meat-Livestock and Packing-House Products Ratios 


From Selected Western Pot 
To Vancouver and Toronto 1 


‘ Meat- P.H.P.— Pens 
Livestock Livestock Meat Livestock Products 


Rates Ratio Rates Ratio Rates 
. ¥ ¢ % ¢ % ¢ 
To Vancouver ras ; 
From: 
Edmonton 54 213 115 193 104 
Calgary : 56 205 Rho 186 104 
* Moose Jaw anes 212 159 189 12 
Saskatoon Varroa £, Zi2 159 189 12 
Winnipeg 91 209 191 188 alae 
‘fo Winnipeg 
From; 
Edmonton | 57 226 129 202 ds 
Calgary 62 215 133 192 119 
Moose Jaw 42 195 82 174 73 
Saskatoon L7 19 93 177 83 
To Montreal and 
Toronto 
From: 
Edmonton 139 163 227 140 194 
Calgary 139 un Were 227 140 194 
Moose Jaw aie PSR ena llay, 197 124 166 
Saskatoon 136 150 204 120 173 
Winnipeg 103 142 146 a i121. 


1 
2 See tariffs CP 9-B, CP 490-C, CFA 116-A and CFA 103-P. 


7h an 
=] 4 
oa gers tevg0t and tguonds wvom ogo pres saubat ¢ 0d0 
actiats “ote gworn Proves eft dud ,7enoo 2Fillos" J 0" vi 
. fevel taeassg ede taeda wey eS os hevabligenty ak! = 
. * fasoo oftiogd ght oF yiis fats wort es 


ee 


ude to wetvet Ieind pind mos] sepsems do trte noreolonne OTS 


be 


ivan 4 een ree 
- end mysottle dads ei aolewiom) ootermo0 otetaredal ond ic ada Dry 
ad ’ “a r : » vr, > 
: P ‘ i 4 7 eS a oo . be 
hes ton negwied aholésiey epatmeoter otinfleb bexit Son aad goked: 
4 ne au 


tnadtormmi is af tromtsutbs 4dé tant besiqgover avad yeord nodat we Dd 


( whi sutia eviditeqmos edd joeSiet dotew aetot bade iidstee oved 6 


. . ° co ; 1s 
olqms et axed? tant bait ov moitandte osibsas) odd of won patertodon 


7 i 
‘ 


‘ “ —_ 
: noflimis Ss ofdawnsem ep ef etait. fads foal ent To toon Isottelsai 3 
~. & > 7 - 

, - - er a ey a : an thet 

siashlA at Aooteovil aixedii to pittaeevot? aft cSentage noltentmiroa tb 

a7 
+ feart nosedad edaize dolidv nobtelor enetneoteq afis 2et¢antbat 9 } otis . a 
5 "7 A bf an - De 
iWexevota batceiers alsites 2s eoeresvtu m atonbeny eapod-piiisl aon) -teen © 
‘ 1 

,atcrtor ‘a 

« . a. ¥ 

he 
¢ J ot ont “J Iv ae ~s 5aM, 
oF 3 mots 
- y ( 4 ) fT ‘ oT 
4 . 
R4 ‘i Te Bei ; | 

agoui fesviid tseM doogaevid @2oocseviu - me be 

oft pA seta | “4h 

¥ “ % _ a ey 
a TOV! aa 
sor 
| ce re c¢ N not nob ’ 
‘ r) 


Nor 381 cl mer 32 pasted 


wat, e2008 4 


AGL P&L ass ve 

J FFL is 53 

E oo eel SA 

a # ev s X : Ta 
p 
> 4 
~ 

7 i 

6 


se ny vss tel. eer ; 
eel ahs vss tel > j CEL a 
ad | ASI vel a4 
eyI OSL aus 
[sy iy a oat 
Bit rier 
«%20L aad bas & ¥ AID «! 
ig? ay 


a —— a 77 ee 


y 7 


i > St ; - i‘ EC 


105388 
ho, 


It is apparent from Table 6 that there is a wide discrepancy between 
the melations which are in effect at Winnipeg on eastern movements and 
those which are in effect from other points to Toronto. ! That this rela- 
tion is in fact of consequence is snow by Table 7 which details the 
percentage distribution of livestock slaughterings in the Prairie Provinces 


for certain selected years from 1916 to 1940. 


Table 7 (2) 


Percentage Distribution of Live Stock Slaughterings in the 
Prairie Provinces 1916 - 1940 


Year ended Hogs Cattle & Calves Sheep & Lambs 

_March 31 Man. Sask. Alta. Man. Sask. Alta. Man. Sask. Alta. 
1916 hess? 49 47 Dye 4S Sam a an 
1920 GAS Yi 40 45 16 5 oe eae Mer A aes: py, 
1924 48 6 46 65 5, GZ 50 1 49 
~ 1928 49 10 Al Cee TTS 28 50 6 44 
1932 pass 42 63 10 27 56 ts aT 
1934 HL MALG 42 62 13 25 56 12 32 
1936 35.) 5 44 62 1S 2D 56 ah 33 
Che Esai UU gue .o Mann bf 47 62 16 22. 55 15 30 
1940 Bos oP Ut pi 7a 9 20 29 is 28 


(1) 


The Direct Marketing of Livestock. Marketing Service, Economics 
Division, Dominion Department of Agriculture. Publication 726, 
page 9. 

Table 7 shows that over the years the proportion of the total hog. 
slaughterings killed in Winnipeg plants has decreased slightly in favour 
of Saskatchewan and Alberta plants but the proportion a ene total 
Slaughterings of cattle, sheep and lambs handled in Winnipeg plants 

has increased considerably during the period 1916 1940. When we consider 
the slight reduction ata the percentage of hogs slaughtered in Winnipeg(1) 
as compared to the decline in the percentage marketings of hogs in 

_ Manitoba the first difference is of less account. On the other hand 

the significant increase that has taken place in the percentage increase 
of provincial marketings of cattle, sheep and lambs in Alberta should be 


noted. ue) 


(1) See Table 1B, supra. 


(2) See Table 1B, supra. It may also be noted that slaughterings in 


British Columbia have increased at a much greater rate than market- 
ings from that Province. This is also directly related to the 
disparities apparent from the figures in Table 6. 


ee eee eA, ie 


_ ac panne ates aa seonqany ta seats ah 


sdien atm teat sodpiertol od ag mba “redito nor? sities 


arid s jeralb dntiw VT .elgeT yi awota ai soneupasnoe tO fs 


in : 
e 


~ ay | 
eecnivotd sitiart ott ri samira figure fe dooseev EL to oli 


oe 
; 
aker og @L0L aot? etesy hatooler 


os sch ett 20) stratAeseaic 2 peu a evid io dotted bytela: ngatneg” 1384 : 
f Hser .. ALQL qganatverd efrterd aa 

Dw gy bee 

: bon rand via é f) agoh bok 

‘ A ne : b he be |. aM pith 2ge8 .naM 

af ; ; ies 
a | ea) See: eek 
at : al ! . sf “ay 


ane 
a 3 i <a ° 
| | ac 4 68E 
. : 4 cA , v2 at 
P yl ° i t Ky 4 f \ ’ : i { SE 
; ‘ SLs 
ie , 


7 

; A : 
i aOLe Eo . tf ino leavttd Yo gaidvedveM doattd edT: 
7 er, 3" ot fra "ts ‘ tpemivece notataod .coieivid 
i -< epeq 


. 


: - 
: " | welt Eererly t +evo dat? ewode T ofdst } 


yoy hmuW at beflid egairvesdgus 7 + 


' _ 
7 di to yogora sit Jn ataala aipedia brs cavertosatent to o 
‘ . 2 ' = 

; wi Sa) iy - 

j : . Y. y ‘ ats e iyo t D i 7eeana P etstins % oC ey: ) bred mnie ; 

rag of we ti sush ¥ RaEEP IED, enna 


berottiguais sport to epstdasteq sat ai’ soijoubes aa 
sairedkrem sysyumotey 969 af entioeb edt of las gM 7 

» ait ad on eaet Te 1 ataneitlll sarki ef} ar a 

jj ot sonlg ctepla? med dedd seadetoni fo80t' ayia i ey 


font tee dete ol rad to enattedrsm fatoal 


a ‘ 
7 ; 
hy 7 7 r 6 
tT . 7h, 
a i 
-_ vy) ." if 4 
7 


D i . : 
i. | Waa a ie 


eiretilg ete fants bador aa ot tie 


—_— 
a 


40589 ay 


In summary: In the matter of raw material and finished product 
rates and honey particularly in the matter of one such relationship of 
obvious importance to the Province of Alberta, it is apparent that the 
attitude of the Board of Transport Commissioners has had an appreciable 
and deleterious effect upon the location of secondary industrial activity 


in Alberta. 


(2) Market Rates and Market Competition. 


The manner in which the Board of Transport Commissioners has disposed 
of cases involving rates to meet market competition and rates to enable 
an industry to successfully compete within territory adjacent to it are 


of particular concern in the matter of industrial location. 


In Doolittle & Wilcox v. Grand Trunk & Canadian Pacific Ry. Cos: 


(1908) 8 C.R.C. 10, Chief Commissioner Hon. J P Mabee said at page 13; 


"It strikes me as not unreasonable that the quarry near 
Toronto should enjoy the benefit of its natural location: 
but these nearby quarries have submitted for years to the 
establishment of these artificial rates by the companies, 
and without complaint have seen their outside competitors invest 
their capital and develop their industries; and it could hardly 
be regarded as fair that the short-haul quarry proprietors 
should, through the instrumentality of this Board, be enabled 
entirely to destroy their more distant brethren." 


This is an interesting case because herein the Board would appear 
to have accepted certain business conditions and the matter of commercial 
equality as relevant factors in determining a just and reasonable rate. 
As Will be seen later they explicitly deny the importance of these 


factors in other cases. 


In Canadian Portland Cement Co. v. Grand Trunk and Bay of Quinte 
Ry- Cos. (1909) 9.C.R.©. 209, Mr. Commissioner McLean said at pages 210 
and 211; 


"No doubt the coal, of which from 40,000 to 45,000 tons 
per annum are consumed, does constitute an important factor in 
the cost. This phase of the application is in reality a plea 
that sec. 315, the ‘equality! clause, should be used to. bring 
about an equalization of costs of production. This clause is, 
however, concerned with traffic conditions. The allegations 
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regarding ‘similar factories: are of no value unless the 
‘similar factories' are, under similar circumstances and 
conditions of traffic, accorded more favourable treatment. 
This has not been established. It is no part of the 
obligations of the railways, under the Railway Act, to 
equalize costs of production through lowered rates so that 
all may compete on an even keel in the same market." 


This case establishes the fact that in the opinion of the Board 
railways cannot be required to adjust rates so that costs of production: 
will be equalized. The decision is left to the railroad. Further to 
this point, Mr. Commissioner McLean in British Columbia Sugar Refining 


1910) 10 C.R.C. 169, quoted with 


approval the Interstate Commerce Commission finding that "railroads: are 


Co. Vv. Canadian Pacific Ry. 


authorized to meet or not to meet competition as to them seems to their 
interest-... It is in the discretion of the railway whether it shall 


or shall not make rates to meet the competition of markets." (1) 


‘In Imperial Rice Milling Co. v.- Canadian Pacific Ry. Co. 


1gi2 


14.C.R.C. 375, Mr. Commissioner McLean said at page 376: 


"The Board has ruled in other cases that what it is: 
concerned with is seeing that the rates are on a relatively 
equal basis; it is not its function to equalize costs of 
production." % 


In our submission the determination of rates "on a relatively equal 
basis" means that there is substantial mile for mile parity in particular 
rates. In the absence of such mile for mile parity, e.g., aS With rates 
to meet market competition, there would therefore appear to be discrim— 
ination. 

In Canadian China Clay Co’ v. Grand Trunk, Canadian Pacific and 
Canadian Northern Ry. Cos._(1915) 18 C.R.C. 347, the Chief Commissioner, 


Sir Henry L. Drayton, K.C., said at page 348: 


"It has been held time and again that rate regulating commissions 
have no right whatever to attempt to equalize geographic, climatic, 
or economic conditions. They are concerned simply and wholly with 
the question of the reasonableness of the toll which the railway 
company is seeking to collect for the carriage of a given commodity, 
irrespective of how it is made, or whence it comes." 


\ 


(1) Lasalle Paper Co. v. Michigan Central Ry. Co. 161.C.C. 149 at 
page 150. 
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Qur contention is that geographic, climatic and economic conditions 
are in veal y of primary importance in assessing the reasonableness of 
a toll, because reasonableness must be related to the value of the service 
given to a commodity. We further contend that, in the past, insufficient 
| recognition has been given by the Board to the degree to which the three 
fatore influence the reasonableness of a rate applying from a particular 
point. In our view, decisions regarding rates to meet market competition, 
i.e., competition due to more favourable geographic, Sinise hot Scoteuts 


circumstances, should be the direct concern of the Board- 


Co-operative Ass'n.’ v. GePsRs & 


In Fraser Valley-Surrey Farmers’ 
Cc. Ne eRe, (1935), 43 C.R.C. 97 at pp. 121. 2, the Board summarized its 


previous finaines when it referred to the following cases: 


"In Board of Trade of Coalhurst v. C.P.R., 31 C.R.C. 396 at p. 399: 


‘The Board has indicated that in the matter of rates, for 
example, its function is concerned with complaints as to 
unreasonableness or as to unjust discrimination, and that it is’ 
not empowered to put in rates simply to develop traffic; that is- 
to say, the Board is not empowered by Parliament to act as an 
arbiter of industrial policy, If it were so empowered, there 
would need to be explicit words; and if such a power were con- 
ferred, the Board would then be able to pass upon the question 
whether an industry should be allowed to develop in one section 
or another. No such power has been conferred. The railway, 
subject to the inhibitions as to unjust discrimination, may 
give a reduced rate basis to develop traffic. It takes the 
responsibility of the profit or loss in connection with the 
transaction. The Board, under the Railway Act, has no profit 
or loss responsibility, and its intervention’ in the matter of 
rates must, as has been indicated, be concerned with matters 
falling within the broad categories of reasonableness and 
unjust discrimination, and not with a policy of developing 
industries through rate adjustments.! 


"In Halifax Harbour Com! rs et al v.C. oN. Rei, Of CsRiCw 2475 
at p.” 252; ; 


‘The powers which are conferred upon the Board are regula- 
tive and not managerial. It is not the Board's function, as 
delegated by Parliament, to make rates to develop business,- 
but to deal with the reasonableness of rates, either on’ com- 
plaint or of its own motion. British Columbia News Co. V Ve 


Express Traffic Ass'n. 13 C.R.C. 176: 
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"The Board must find the scope of its powers within the 

Railway Act or such other Act of Parliament as may be found to 

be pertinent, as, for example, the National Transcontinental 

legislation. It has been decided that the railways have powers 

in regard to developing traffic which are not held by the Board; 

that is to say, the railway, taking the risk of profit or loss, 

may put in a rate to develop traffic which it would not be justi- 
fiable for the Board to instal. The railway may put in develop- 

ment rates with a view to increasing traffic, but such rates, I 

Submit the Board has no power to put in.!" 

While it is true that the Board takes no profit or loss risk, in 
the commercial sense,- the overall results of the railways! financial 
operations are most certainly the concern of the Boards 

The Board has held on many occasions that it is not the "arbiter of 

(1) | 
industrial policy". If freight rates have a significant effect upon 
industrial location (and we submit this is a fact which has been demon- 
- strated in’ this Brief) the effect of such a decision by the Board is to 
leave these matters within’ the competence of the railways. In our view, 
for reasons made clear above, the railways are unacceptable as arbiters 


of industrial policy. We submit that the Board should assume an active 


role in these matters. 


(1) 
See National Dairy Council of Canada v. C.P.R. and C.N-R. 
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Part IV — SUMMARY AND RECOMMENDATIONS. 

‘a In this Submission, we have dealt with the affect upon 
industrial location in Alberta of the relation between raw material 
rates and finished product rates. We have also dealt with market 
rates, and under that general description we have discussed the 
implications of Long-and-short-haul Discrimination; Interline Rates; 
Distributing Rates; Agreed Charges; "Stop-off" Privileges; Rate Groups; 
Developmental Rates and Temporary Rates. We now summarize our recommen 
ations with respect to these various matters. 

A. _ Raw Material and Finished Product Rates. 

In the matter of raw material and finished product rates it 
is our submission that either rates should be passive or they should 
encourage producer location. In any instance where a processor or 
manufacturer feels that rate relations adversely affect his particular 
business he should have the right to take his complaint to the Board of 
Transport Commissioners. If he is able to satisfy the Board that his 
contention is sound the Board should be authorized to make whatever rate 
adjustments are required. In making this adjustment the Board may 
change either the raw material rate or the finished product rate, having 
regard to the relative rate levels applicable on these two classifica- 
tions, vis-a-vis similar raw materials and products. 

B. Market Rates. 

| The recommendations regarding Long-—and-short—-haul Discrimina- 
tion which are to be found in our separate Submission on the SLdag and 
Short Haul Rule" will remove the objectionable locational disabilities 
arising from the present practice. 

The recommendations regarding Interline Rates which are to be 
found in our separate Submission on "Interline Rates; The Freight Classi- 
fication; The Carload Mixing Rule" will remove the objectionable loca- 
net disabilities arising from the present practice.: 

The recommendations regarding Distributing Rates which are to 
be found - our separate Submission on "Rate Making Principles and the 


Rate Structure" will remove the objectionable locational disabilities 


v , 
A >< 7 


nog seats rit dete feeb | sei aw jentan’ Laety ‘ 


Latretem wat asenitoss notteler end Yo aivedla abnol tet 


ioixse dviy dined opie sivat sw idaSat 3 Posbarty —_ trl wn ak 


i 
erg tontinal tb eved 6v noldyinoeneb Lorena tact 


raotafi 


satitedni :4otearhafroeid ine 


caquord stat :aegelivind "Vio-gole" peegmenid beengd (soda pate ie 
; 7 , 
‘uMQSS3 ud eeltemmate Wor sW seated Yeetoqme? fits ‘aetan Lebanon 248VeU 
' - - 7 7 : 7 
lon ‘ : —_ tH . > ee 
; a ats asupivky sesrd of toequen itiw eaoike 


| t At 
i ; } a An ie a 
: -aaten tox! Heed badatott Sis fotrodsM wall se 


I, $i dotar tomborg bedatalt bas fatabtem wer Yo wetfag GAT aT 
Biveda yadt to eviueaq od bluote esdet tent ie rant cobestutys. ie 77 


: | TO sneseneny s eteiw svantanl, yoo 1) +0 iva mee ‘xabubomq egatuoon® - 
Dae timeg sfd teetis vloovevhs anoife ler seat teat afest nonudos ned a 
. No Brot add of fated gmoo ati siled of sialic end svad Sigods ed coonteud . 
act eit dont bracll odt vieidae of olds at sn Tl .averete seinen proqeaae? - 


‘ ghar wwrevady sem oF becitodtis ed bicerts fyraod-add Saves ai coltmetaoo 


a . 
- van Drack ont Sosotauvthbs atAay piled on] .bevigee? ata asuomtaut ha - 


oe 


activi ta ong cit eft mw o¢et Iotrvetan wer en? xaddte ogaado : 

7 
f | . . oan 
-f egal t scent so oldeciicggs afevel afet eviteler ott of breget 


a) 
* dale . ¢ 
.ctounpeg bee efsiredem vet telfele elv—-s-siv .enokt r 
| . - —— — a ey = 4 - a 
| , uit: 


os 


¢ -poisi tedtaM __ .@ 


Sge1 anolWtabaemooet oiT 
' 
+I" adit oo nolasletive weragee two at bavel sd of or dobre cote . 
agisilidarib Lanoitesol eldesoitosido ed ey ¢ itv lw “olot Lusk Sabie 
) : - 
.eotiestg dastena oft motl gataive 
a) 


wa dotitw eecall antinetal gatbisget saolidsihmeamooer AT it 
' ae 


BLD frigfott anT ;seteoi entfuetal® no molenterivG sjateqes too of’ aaah 
sno! efdnactrnetde el! svomed iy "elo? naioth haoktay eit paolt port 

-ecijoety tneeeg ond wort getetan swtsttdseth f 
evs ioitw pated uiitod indedg aitaager nae alse 


a 
esigtogin’ alia es aAtt Renn oe sk 2 ore 


) 
Pp 
me. 
._=s 
> 

>] 


eeitildinsth izaotis sof eldaa 


Dos 
10594 
arising from the present practice. 

As to Agreed Charges we submit that Section 5 of the Transport 
Act, 1938, 2 GEO. VI Cap. 53, as amended, should be repealed. 

We submit that the granting of all "Stop-off" Privileges 
should be under the direct control of the Board of Transport Commissioners. 
We submit that the freight rate structure should recognize the principle 
of Rate Groups, i.e. the principle of establishing common rates from the 
same production area to common market points. 

In our view Developmental Rates may be granted by the railways 
to a new or developing industry for a Limited time only. If, after the 
conclusion of the reduced rate period the industry requires an extension 
of the effective period of the reduced rate, such extension must be 
approved by the Board. 

We’ submit that Temporary Rates be granted only for occasional, 
non-recurring or special movements. The granting of such rates should 
be subject to the approval of the Board. 

In the matter of rates made to meet market competition it is 
our submission that rates of this type are not competitive in the ordinary 
or usual sense in which that term is used. All rates which are made to 
meet market competition should be subject to prior examination and approval 
by the Board. Before such approval is granted it should be anche teeter 
that the general welfare of the particular industry will be advanced and 
that it is in the interests of the carriers and of the consuming public 


that such rates be established. 
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APPENDIX A 


Interprovincial and Export Shipments of Live Stock 


56. 


through Live Stock Yards, by Provinces of Origin (excluding Alberta) (1) (2) 


(2) 


“ALTA: SASK: 


Sources: 


Notes. 


Alternate Years 1930-1946. 


‘(Thousands of Animals) 


FROM BRITISH COLUMBIA 


TO 


OTHER 
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MAN. ONT: QUE. MARITIMES COUNTRIES TOTA 


Shipments to other provinces may include same 
quantities subject to further shipments. 
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APPENDIX A (continued) 


Interprovincial and Export Shipments of Live Stock 


through Live Stock Yards, by Provinces of Origin (excluding Alberta) (1) (2) 
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Cattle and 
86 5 
88 6 
140 8 
249 35 
134 8 
185 19 
198 13 
296 10 
335 20 
Hogs 

166 20 
262 12 
275 C2 
316 she 
113 ot 
440 .0 
441 uC 
822 41 
192 3 


Sheep and Lambs 


OTHER 
QUE. MARITIMES COUNTRIES TOTAL 
Calves 
1 - 9 93.4 
4 - 02 98.8 
9 03 - 158.03 
6 4 32 323.5 
8 - 25 167.89 
2 ~ 16 223.03 
.3 ve 5 218.55 
11 - 707 321.47 
14 _ A}, 3774) 
34 - - 22096 
69 - - 343.6 
10 = ns 285.74 
1 - 3 321 
Oy - .04 113.24 
.5 - - 440.58 
.5 - - 442.3 
3 - - 868.03 
.3 - £05 192.65 
.2 - Ol 19.61 
05 - - 32.05 
F6 - .02 54.12 
i - 01 69.01 
5 = - a7 iz 
ie po 02 56.42 
= - 06 53.46 
= - 9 86 
2 - FO? 94.48 


ff) 


Sea can aoa 
‘(etantoa to ebaeevontT) 
HAVEROTANEAG LOR 
a? 


o AGHTO 
)T GaXIANTIMVUOD GAMITIAAN - 


209. .TU9 MAM ATIA 


ee 


isd 


bee eltted 


tu 


eer Ss é abs : 

e6.79! as - g 8 bEL #80 80. std 
‘aS Ot ~ 5 er cei #0, { ; 

2.8! a § + ef BOL Ss ao. | 

‘£8: v0. ) of aes d . b> 

SAN f - bi Os aes y £ 8b 


f f afr - Be 
- é oo, Obb so ~ 
: a a. ibd Ss ~ SS 
- ef Ih ssa Ss £0. .) 
- ret e S$ or - - , 
ry 


edmual base qeedih 


~ Ba £ et _ -. 
a0. 


Interprovincial and Export Shipments of Live Stdck 


10597 


APPENDIX A (continued) 


58. 


through Live Stock Yards, by Provinces of Origin (excluding Alberta) 


Alternate Years 1930-1946. 


(Thousands of Animals) 
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through Live Stock Yards, by Provinces of Origin (excluding Alberta) 


YEAR 


1230 
352 
54 
36 
58 
40 
42 
44 
46 


5; Ge 


ft ¢ © & € 8 tee. 9 


-f @ Ut ee ne 


“O94 85 tae Ue 


Alternate Years 1930-1946. 


ee 4 6 8 6 4 


et € U 8-5 8-1 


eH 


t 4 


t 


seta, Pia See fle, 


(Thousands of Anitials) 


FROM ONTARIO 


SASK 


t1¢t @ to 


= oe | 


© @ ££ €.4 4 


“4° 4 &€ C$ § 4 8 


03 


TO 


MAN. 


QUE. MARITIMES COUNTRIES 


Cattle and Calves 


2 
an 


ae 


Sheep and Lambs 


oe 


20 EN ONWD dD 


te) 


ew 


6 


77 

97 
163 
146 
173 
147 
156 


164 


193 


teertoetpntes 


Ol 


&4¢2ft 


sestthidacenn: Seiten arinndlieittnadattt: ties heteenin eal nmebendeineninedattaetininimeatia ok 


OTHER 
TOTAL 
40 118 
Q LOoes 
4 167.53 
104 250.9 
68. 24050 
106° 255.02 
99 214 
35 203.6 
56 253.2 
02 130.32 
Ll 253.2 
ss 195.6 
39 200A 
ey 228.2 
-03 396.03 
03 257.03 
a 289.1 
7 199.21. 
2 15 
a, 15.3 
nt 29 
2 24 
2 54.05 
2 35.03 
2 36 
13 Al 
2 48 


> 5 are 

» - 4 

oo Je ee we 7 
; ; » <? 4 eh als 

: Geis hE Yo ee eee 

‘ | L Deed 

fedned if yiitbuloxe) niga w encn-vorsd “a cabot de 


7 


. anes OERT spree AL ' | | 
; OF : + i | 
(elation Jo ataswtott) 


WLFATOO 


oe 
uPA 


ide 7 
AT IA ys) «fl 


~~ be om 


10599 60. 
APPENDIX A (continued) 
Interprovincial and Export Shipments of Live Stock 
through Live Stock Yards, by Provinces of Origin (excluding Alberta) 
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APPENDIX A (continued) 
Interprovincial and Export Shipments of Live Stock 
through Live Stock Yards, by Provinces or Origin (excluding Alberta) 
Aiternate Years 1930-1946. 
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62. 
APPENDIX B 
CANADIAN PACIFIC RAILWAY COMPANY 
S. Le 273 
Law Department 
Montreal 3 


May 15, 1947. 


P. F. Baillargeon, Esq., 


Secretary, 

Board of Transport Commissioners for Canada, 

Ottawa. 

Dear Sir: Re; Proposed Agreed Charge between 


Canadian National Railways, Canadian 
Pacific Railway, and McColl-Frontenac 
Oil Company Limited - Petroleum Products 
from Fort William, Port Arthur and West 
Fort William, Ont. to destinations in 
the Province of Saskatchewan. 


Will you kindly disregard my letter of yester- 
day's date in this matter which was occasioned by the fact that the 
copy of Mr. Kleinsteiber's letter to you of April 24 had been sent 
directly to Mr. Jefferson, and I had not yet received instructions in 
the matter. However, Mr. Jefferson has now supplied me with a copy of 
Mr. Kleinsteiber's letter together with copies of letters from the 
North Star Oil Limited of May 3 and May 9. 


General Order of the Board No. 581 provides that 
-any objection to an Agreed Charge shall be submitted within thirty 
days from the date of publication of notice in the Canada Gazette, and 
while the objection of the Imperial Oil Company was filed within thirty 
days, there seems to be considerable doubt that that of the North Star 
Qil Limited has complied with the regulations in this respect. 


The proposed Agreed Charge as stated in Exhibit 
No. 1 of the application of the Canadian Freight Association to the 
Board, dated 24th March, was made by the Railways with the shipper for 
the purpose of obtaining its total requirements of refined petroleum 
products as described in Paragraph (b) of the proposed Agreed Charge 
for destinations in the Province of Saskatchewan by rail from Fort 
William, etc. . 


The reason given by the McColl-Frontenac Oil 
Company Limited to the Railways when negotiating the proposed Agreed 
Charge, was that effective lst May, 1947 the Imperial Oil Limited would 
discontinue their contract with the McColl Company, and the products 
of which were delivered to the McColl Company at Regina for sale in 
the Province of Saskatchewan. The Imperial 0il Limited had informed 
the McColl Company that they would be unable to process any further 
quantities of crude oil for the McColl Company because the Imperial Oil 
Limited needed the entire capacity of their refinery for its own 
products. 


The object of the proposed Agreed Charge 
between the Railways and the McColl-Frontenac Oil Company Limited is 
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62. 
APPENDIX B 
CANADIAN PACIFIC RAILWAY COMPANY 
St4Poi273 
Law Department 
Montreal 3 


May 15, 1947. 


P. F. Baillargeon, Esq., 


Secretary, . 
Board of Transport Commissioners for Canada, 

Ottawa. 

Dear Sir: Re; Proposed Agreed Charge between 


Canadian National Railways, Canadian 
Pacific Railway, and McColl-Frontenac 
Oil Company Limited - Petroleum Products 
from Fort William, Port Arthur and West 
Fort William, Ont. to destinations in 
the Province of Saskatchewan. 


Will you kindly disregard my letter of yester-— 
day's date in this matter which was occasioned by the fact that the 
copy of Mr. Kleinsteiber's letter to you of April 24 had been sent 
directly to Mr. Jefferson,- and I had not yet received instructions in 
the matter. However, Mr. Jefferson has now supplied me with a copy of 
Mr. Kleinsteiber's letter together with copies of letters from the 
North Star 0il Limited of May 3 and May 9. 


General Order of the Board No. 581 provides that 
-any objection to an Agreed Charge shall be submitted within thirty 
days from the date of publication of notice in the Canada Gazette, and 
while the objection of the Imperial Oil Company was filed within thirty 
days, there seems to be considerable doubt that that of the North Star 
Qil Limited has complied with the regulations in this respect. 


The proposed Agreed Charge as stated in Exhibit 
No. 1 of the application of the Canadian Freight Association to the 
Board, dated 24th March, was made by the Railways with the shipper for 
the purpose of obtaining its total requirements of refined petroleum 
products as described in Paragraph (b) of the proposed Agreed Charge 
for destinations in the Province of Saskatchewan by rail from Fort 
William, etc. 


The reason given by the McColl-Frontenac Oil 
Company Limited to the Railways when negotiating the proposed Agreed 
Charge, was that effective lst May, 1947 the Imperial Qil Limited would 
discontinue their contract with the McColl Company, and the products 
of which were delivered to the McColl Company at Regina for sale in 
the Province of Saskatchewan. The Imperial Qil Limited had informed 
the McColl Company that they would be unable to process any further 
quantities of crude oil for the McColl Company because the Imperial Oil 
Limited needed the entire Capacity of their refinery for its own 
products. 


The object of the proposed Agreed Charge 
between the Railways and the McColl-Frontenac Oil Company Limited is 
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clearly set forth in Exhibit No. 1 of the application of 24th March, ' 
and may be briefly summarized to be as follows:- 


(a) To secure to the Railways the long haul on gasoline 
and other refined petroleum products from the Head- 
of—the-Lakes to Saskatchewan account McColl-Frontenac 
Oil Company Limited, which traffic had heretofore 
moved only in small volume to Saskatchewan, compared 
with the short haul of crude oil from the international 
boundary at low rates. 


-(b) to increase the net revenues of the Railways. 


(c) to prevent the trucking of refined petroleum products 
distributed by the McColl-Frontenac Oil Company from 
the refineries at Regina and Moose Jaw to points in 
the Province of Saskatchewan, or 


(d) to avoid the construction of a refinery by the McColl- 
Frontenac Qil Company Limited at a point in the 
Prairie Provinces which would result in the Railways 
receiving only low revenues on the inbound crude oil 
and the probability of losing the outbound traffic 
to truck transportation. . + 


The above objects cannot adequately be secured by means of a special 
or competitive tariff of tolls under the Railway Act or the Transport 
Act, as the Railways would have no guarantee under a special or 
competitive tariff that the traffic would move via the long haul from 
the Head-of-the-Lakes to Saskatchewan but, on the other hand, would 
enable other shippers without the same guarantee to pick and choose their 
transportation medium or source of supply, which would result in the 
Railways being deprived of a great part of the rates which are far below 
the rates on refined products proposed in the Agreed Charge. 


The rates in the proposed Agreed Charge were based upon the follow- 
ing factors: - 


(1) The crude oil rate of 39 cents per 100 lbs., published 
from the Head-of-the-Lakes to the refinery at Regina. 


(2) The addition of a 10% premium over the rate of 39 cents 
' to compensate for the invisible loss of crude oil in 
refining process, making the equated cost of crude oil 
brought to Regina, of 43 cents per 100 lbs. 


(3) The outbound fifth class rate as the basis for the 
transportation charge for refined products from Regina 
to the points in Saskatchewan specified in the Agreed 
Charge -— this notwithstanding the fact that it is known 
to the Railways that approximately 50% of the refined 
products from the Regina refinery are shipped by truck 
presumably at a lower cost than the fifth class rail rate. 


The combination of the three factors above referred to results in 
an average rate equivalent to 70% of fifth class from the Head-of-the- 
Lakes to the destinations in Saskatchewan specified in the Agreed Charge. 
If the assumed cost of truck transportation is used instead of the full 
fifth class from Regina, -and basing such assumed cost of the present 
Agreed Charge rates applied from Calgary,- the three factors above re- 
‘ferred to result in an average rate equivalent to 65% of fifth class. 


The submissions of the Imperial 0il Limited and North Star Oil 
Limited contain little if any material in support of their allegation’ 
that the proposed Agreed Charge unjustly discriminates against their 
respective companies. 
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It is therefore submitted that inasmuch as in these submissions 
the Imperial 0il Limited and the North Star Oil Limited have failed to 
approve, all of the requirements of the Transport Act and the Board's: 
regulations with respect to Agreed Charges having been fully complied 

with by the shipper and the Railways. c 


I am sending copies of this letter to Mr. A. K. Dysart, Assistant 
General Solicitor, Canadian National Railways, Mr. W. E. Kleinsteiber, 
Traffic Manager, Imperial Oil Limited, Toronto, Mr. V.'Smith, Traffic 
Manager, McColl-Frontenac Oil Limited, Montreal, and Mr. F. Ainsworth, 
Traffic Manager, North Star Oil Limited, Winnipeg. 


S/DEB Yours truly, 
/ MAS 3 


"F.C.S.° Evans" 
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~ 10625 - Prof. Stewart 


EXAMINED BY 1-R, FRAWLEY: 

Q. Professor Stewart -- I might say, for the 
information of the Commission, we put on the record at Edmon- 
ton your qualifications, They will be founda eibasde 1933 
and 1934 of the record, You are the Head of the Department 
of Political Economy at the University of Alberta? 

Bel X68 eS ir, 

Q. And you collaborated with Mr, Harries ana 
Mr, Harries collaborated with you in the preparation of this 
brief: The Industrial Location in Alberta and the Present 
Rate Structure? 

Aj TYes. 

Q. Now, will you please proceed to put in the 
record the portion of that,that you are particularly concerned 
with? 

THE CHAIRMAN: Do you intend to read this brief? 

MR. FRAWLEY: No, it isnot a matter of reading the 
brief, Professor Stewart has a Summary and we are going to 
try to cut down the actual reading of the brief as much as 
possible, consistent with an adequate presentation, 

THE CHAIRWAN: All right, 

MR. FRAWLEY: Q. Very well, Mr. Stewart? 

4. Mr. Chairman and Commissioners; This brief is 
divided into four parts, In part 1 we are dealing generally 
with the factors affecting the location of industrial plants 
and our object is to establish the importance of transfercosts, 

THE CHAIRMAN: You have to speak up, Professor 
Stewart. We have very bad acoustics here, jou. Knows. .Go on, 

THE WITNESS. Yes, sir, 

LA Pars, .2 ie refer to particular products in order 
to illustrate certain features of a rate determination and of 
the existing freight rate structure which we believe affect the 
profitability of manufacturing activity in the Prowince of 
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In Part 3 we discuss the principles and practice of 
rate regulation with relation to industrial location, 

and Part 4 contains our conclusions and recommend- 
ations. 

With your bermission, sir, I will deal with the 
matters contained in Part 1 of the brief, 

This brief extends the arguments contained in 
earlier representations to the Commission at #dmonton, In 
these submissions we contended that the fundamental weakness 
of the prairie economy and of the governmental units within 
that region was very excessive dependence upon primary 
industries, particularly the industry of agriculture, 
ve stressed that the Province of Alberta has, along with its 
agriculture, other natural resources capable of substantial 
development, 

We submitted that that development was consistent 
with the welfare of the country as a whole,but that the 
maximum advantage would be obtained if impediments to the 
processing of these raw materials Close to the point of 
production could be é@liminated, 

Mr, Chairman, we are looking 20, 30, years ahead, 
over the period of time that we feel your Commission is 
going to point the direction of things. In that period 
we look forward to an expansion of trade with the United 
States based upon the raw materials, and the natural 
resources which Canada and the Province of Alberta possess. 

We believe that that will come about because, 
in building up its present wealth and in the tremendous 
effort which they made during the last war, the United 
States has very substantially depleted its own natural 
resources, and the natural resources of Canada and of 
the Province of Alberta,have therefore acquired a new 


Significance to the United States. 
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Now, we believe that if this development is to 
come about advantageously to ourselves and to the United 
States, then modifications of the United States tariff 
regulations will have to be made, so as to give to 
Canada a fair break and an equal opportunity to manu- 
facture these raw materials in Canada rather than to 
have them manufactured in the United States. 

We are concerned. for example, in Alberta, with 
regard to our natural gas. It is my own personal 
Opinion from some knowledge of the situation, that in 
due course we will have sufficient gas to serve the 
markets of the Western United States. 

MR. FRAWLEY: Q. May I interrupt you? I under- 
stand that you recently served on a Royal Commission 
appointed by the provincial government to investigate 
the natural gas resources of Alberta? 

A. That is correct. 

Q. Very well. 

A. If, however, we are going to be prepared 
to supply our raw materials, commodities like natural 
gas, for the service of the people of the United 
States, we feel very strongly that we should have a 
fair opportunity to manufacture whatever products 
may be manufactured from a material such as natural 
gas for the United States market, and that we should 
have access to a market on that basis. 

THE CHAIRMAN: Q,. You mean to say that you 
should manufacture the finished product in Alberta? 

A. In Alberta, that we should have a chance 
to do that. 

What we are concerned ‘about, Mr.Chairman, 


is that under present tariff regulations which generally, 
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So far as the United States are concerned, permit 
reasonably free entry of raw materials, but do put 
Substantial impediments in the way of the importation 
of manufactured products--that what you would gee 
happening if we permitted our gas to be piped to the 
United States, as we visualize the import duties on 
processed products, we would find a few miles across 
the boundary in the United States these chemical 
plants established to process raw material at 
the cheapest point to the importer. 

@. What is the use of the gas itself? 

A. Gas has two general uses, Sir. One as fuel, 
-- 1t is a source of heat. And secondly, to an 
increasing extent, as a raw material in the chemical 
industries. 

Now, Mr. Chairman, I submit that if we 
approach, as I feel we should be doing, if we approach 
the United States on that basis with regard to this 
potential expansion of trade with them, that it 
would be utterly absurd for us at the Same time to 
have within our freight rate Structure, relations 
between rates on raw materials and on processed 
products, conducive to the movement of the raw ma- 
veriais out of “the province, rather than the move- 
ment of the finished product. 

THE CHAIRMAN: Q. Pardon me, do you mean rates 
so low that they would make the transportation beyond 
the province easy? Is that what you mean? 

A. No, sir, I am referring to the relative 
rates on raw material, and on the processed product, 
and on the relationship between these, 

COMMISSIONER ANGUS: Are you Speaking of raw 


materials in general, or of natural gas? 
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A. I am now speaking of raw material in general. 

THE CHAIRMAN: Q. What other raw materials have 
you in mind, then? You raise this gas question, you 
see. 

Ae NCE. LSiPr. 

Q. Which is a concrete Subject, one which is 
attracting much attention today. You say if the 
transportation rates of gas, for instance, or other 
raw materials, were lower than those on the finished ' 
product which might be made in Alberta, it would 
encourage the transportation outof Alberta into the 
United States, of theraw material, is that what your 
idea is? 

Ay Yes, sir. Now, I recognize that natural 
gas will be transported by pipeline. 

Q. Yes? 

A. We might, for example -- 

Q. Still the transportation would be paid for? 
EPA 41 ee: fal ae 

Q. Some way? 

Aa hee ne ait. 

COMMISSIONER ANGUS: Q. But do you mean that 
it would be difficult to approach the United States 
on this question of admitting the manufactured product 
on favourable terms, if at the same time you were, 
shall we say, encouraging the export of other natural 
materials from Alberta to other points in Canada? 

ApeNO siete No, IL feel that it would be 
utterly illogical to say to the United States that we 
wish tariff adjustments which will favour and give -- 


at least give us a fair chance to manufacture our 


raw materials -- 
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THE CHAIRMAN: Q. And export them to the United 
States? 

A. And export them to the United States. And 
at the same time not do something about relative rates 
in so far as they are conducive to the movement of 
the raw material, rather than the finished product. 

I am quite prepared to admit that the United 
States might be more ready to adjust their tariffs 
if we still had rates on the raw materials which 
would encourage the movement of them to the United 
States, but I consider that would be a very il- 
logical position for us to take, 

Now, sir, when I present that proposition to 
people, that is with regard to our relationships 
with the. United States, I feel that it is generally 
an acceptable proposition. Some people seem to 
See Sense in) that. 

Oe ou ree people in Canada, do you? 

A. Yes, sir. And I believe in Washington. 

COMMISSTONER ANGUS: Q. But my difficulty is this: 
I am not always clear when you say "We" whether you mean 
Alberta or @6anada? 

ee I don't want to differentiate any more than 
i have to, siz. 

Q. No, but is the movement in Canada an export- 
ation from Alberta? 

nM, No, not as I am using the term at the moment. But 
whatI want to point out is that on the shift from the 
north-south movement to the east-west movement I find that 
is not the least acceptable proposition for some other 
reason, in fact it seem reprehensible, and I cannot 
understand that. 


THE CHAIRMAN: Q. Had you not better for the moment deal 
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with this export to the United State beginning with 
gas? 

Ai, Well, sir, I wish to make the point, if I 
may, that we are thinking not only of the east-west 
movement but we are still thinking --- 

Q. You are thinking of the north-south one? 

A. Of the potential. 

Q. You are thinking of exporting to the United 
States? 

Ay Wess. 

Q@. And your desire to export to the United 
States a finished product rather than a raw material? 

Ae Yes sia. 

Q. That is right, is Lo not? 

A. Now, I have presented my position on that 
point.,: 6 Lr. 

Q. Yes. Now, you say that would require 
bargaining, I might put it that way, between Canada 
and the United States in regard to customs tariffs? 

A. Yes siz. 

Q. And you would require that that titted States 
customs tariff accomodate itself to the importation 
into that country of the product finished in Alberta, 
is that not so? 

AS est sir. 

Q. Rather than to the raw material from Alberta? 

An: Yeo? sin, 

Q. You see, of course, that is 1n:the hands of 
somebody else, in the United States authorities. 
They of course will have regard to their interest. 

A. Ya sir, I realize that. But I would wish to 
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Q. Tell us, then, how you think that transpor- 
tation might come to your aid in insuring an export- 
ation, helping to insure an exportation to the 
United States of the finished product rather than the 
raw material? 

Ae That, sir, is the whole argument of this 
brief, the relation of rates on raw materials to rates 
on finished products. 

Oo. Yeo? 

A. Which is at least passive with regard to 
these two types of commodities and will give us what 
I am calling an equal break, a fair break in manufac- 
turing and getting the manufactured product to the 
market, 

Q. I think it would be very useful in the 
beginning if you adhered as much as possible to this 
north-south traffic which you have in mind getting into 
the United States. 

A. Sir, I would like - - 

Q@. You would rather mix them up, would you? 

A. It seems to me there is no difference between 
the north-south situation and the east-west, but I 
would like the Commission in the discussion, the con- 
Sideration of our Brief, to consider it in the context 
of both the north-south movement and the east-west 
movement. 

Q. Yes. Well, of course we will Mmve to do 
that in the long run. I thought perhaps you could 
divide it for the moment because there are certain 
commodities that you are desirous of making use of 
shipping south, is that not it? 
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Q. You just mentioned gas, there may be 
others. There are others? 

AE ES 5 

Q. Well, go on the way you want to. 

A. The present distribution and concentration 
of manufacturing activity in Canada LB ,y..we submit, 
the result of historical development, conditions and 
policies, along with the geographic factors. At an 
earlier stage, the central provinces developed as the 
principal manufacturing centres of the country. One 
of the significant factors contributing to that del- 
velopment was the regional differences in prices of 
what we call the agents of production, the prices of 
labor, the prices of investment funds, that is to 
Say, wage rates and interest rates. These regional 
differences reflected the relative Supply of these 
agents of production in the different parts of the 
country. In the east, wage rates were low and interest 
rates were low. In the Prairie region, with. ite 
relatively abundant Supply of land and natural resources, 
these things were relatively cheap. Low wages, low 
interest rates, were at that time important factors 
in expanding industrial development in the central 


provinces. 
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That development was accentuated during the war 
period. On pages 3 snd 4 of the Brief we quote and provide 
Some statistical data from the Report of the Department of 
Reconstruction, Ottawa, entitled "Location and Facts on | 
Wartime Industrial Expansion in Canada"_T merely call your 
attention, sir, to the tables on page 4, In the one towards 
the top of the page which refers to the estimated net civilian 
migration, you will see that during the period June 2 1941, 
to April 1, 1944, the provinces of Nova Scotia, Onterio and 
British Columbia had a net in-migration and thet the provinces 
of Alberta, Saskatchewan and Monitobe had a large efflux of 
population sattributal to wartime conditions and the expansion 
of industrial plants and capacity under wartime conditions a Bg 
the provinces of Ontario, in Nova Scotia, and in British 
Columbia. The Subsequent table, I think, sdds nothing, Bir, 
to the points which are Clear fram the first table, 

Following the war this accelerated industrial expension 
in the Eastern Provinces has continued. On pages 5 and 6 we 
quote and provide Statistical dato from a Report of the 
Economie Research Branch, Department of Trade and Commerce, 
the title of which is "Investment and Inflation with Special 
Reference to the Immediate Post-War Period Canada 1945 to 
1948". I would refer you to the table on this page. This 
teble shows the investment and industrial plants by regions 
and it is possible from the table then to compare the rate 
of expansion between the years 1945 and 1948. The quotation 
immediately below the table summarizes the Seneral evidence 
of the Peet Six columns of the table, May I read that: 

"Ontario alone is responsible for close to 
half of the investments in Canada. British 


Columbia and the Maritimes have increased 
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capital expenditures most rapidly since 
1945. The indication is that these 
provinces ere currently spending almost 
five times as much as they spent three 
years ago. Ontario and Quebec are each 
Spending about four times as much and 

the Prairie Provinces about three times", 

I think perhaps it is interesting to look sat the 
last column of that table which shows the increase in 
investment in the City of Toronto slone. You will see that 
in 1948 the investment in Toronto wes $75.8 millions which 
is practically the same ag the total investment in the 
three Prairie Provinces together, which can be seen from 
the 1948 figure of $75 million under the heading of 
"Preieies"; 

THE CHAIRMAN: How do you account for the difference 
between Montreal and Toronto between 1947 snd 1948. ‘There 
is a change in Toronto from 58.2 to 75.8 whereas in 
Montreal there is a decline of L642. Cah you'tell us 
anything about thot? | 

Hi Lait errata. cannot, sir. I do not remember 
Whether the report deals with that point. “T ani Sorry} 
cannot give you that explanation, 

Our point here Mr, Chairmen, is that this trend 
towards increasing concentration of industry, manufacturing 
in the Eastern Provinces in continuing. Now, we go on 
to point out thet the factor of differences in wage 
rates, interest rates, and other agent prices which in 
the early period was undoubtedly ea significant Tractor’ in 
contributing to industrial concentration in the east, that 
that factor no longer obtains, That 1s, we attempted to 


establish by such information as we have been able to bring 
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together for this purpose thet there is today no substan- 
tiel difference between wage rates in the Esst and in the 
West and between interest rates in the East and the West 
although at an esrlier time these dirrerentials dia “in 
fact occur. 

Q. Whst about the Eastern Provinces among themselves? 
The Meritimes as compared to Quebec and Quebec as compared 
to Ontario -- ean you give us any information about that? 

Hy onan Cai Say. ror exemple, is that wage rates 
generally in Quebec ere lower than the other provinces are, 

Q. Lower then the Moritimes? 

A. It would be more or less of 3 guess if I answered 
that question, Mr. Chsirman, 

Q. Certainly lower than Ontario? 

Bro wres Sie, L meene point out that in our com- 
perisons we have taken Alberta and Onterio, but I submit 
that that is - 

Q. What do you find ss between Alberta and Ontario? 

A. No significant difference, ‘There may be minor 
differences here and there but the Alberta wages are higher 
than they are in Ontoerio for comparable workers, depending 
on local conditions sand the particular demand for that 
particular class of worker. [In other cases the reverse 
relationship holds. 

Q@. And in former years, some time ago, the rate 
was higher in Onterio than in Alberta? 

A. No sir, the other way sround. 

Q. I thought you said it was higher in the Esst? 

A. Higher in Alberta send the Prairies generally 
then in the East. Skilled workers were Scarce in the Western 
Provinces in the early days. With the larger population and 


already-established bases of industry in the East they were 
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more plentiful and these conditions were reflected in 
relative wage rates. 

i reel it is unnecessary to go over in detail the 
evidence we submit on this point between pages 8 and 15 
of the Brief. On page 8 we compare with such information 
a8 we can bring together, interest rates, and we see that 
the principle of equalization is apparently working in the 
grea of interest rates. 

Q. What is the trend there? What is the comparative 
position between East and West? 

Be \ Well Sirk take for exemple mortgage rates as a 
particular type of rate, Mortgage rates in the West were 
very much higher than they were in Eastern Canada in the 
earlier days. Thet is apparent in the table on page 9 in 
the column headed "1919", You will see the substantial 
differontiolAfgher rates in Alberta than in Ontario in 
1919. +; Over the passage of the years that differential 
hes been Substantially eliminated. They aro SUL li SLLentL y 
higher in Alberta in general than they are in the éast, 
but certainly the differential has greatly narrowed over 
that period of time. I think it would be trueif we investi- 
gated other types of interest rates that we would find the 
some general trend of narrowing of the differences. 

Q. Do you deal with bank rates at 211? 

A. Just sir, with the rate on Dominion of Canada 
Bonds. 

Q. That is a different thing. I am talking OL, 
bank rates. Do you deal with b2nk rates in the West and 
in the East? 

Bet NOU Sin, 

COMMISSIONER INNIS: There is general unif ormity 


though, isn't there? 
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Rev il don t know of eny difference at Ose Te 
believe that that is 9o uniform rate, 
THE CHAIRMAN: Well, I am told that any difference 
thet did exist has now dissppesred. 
A. That is generally whet we Suggest has been 
happening. Now, pages ji, 12 and 13 of the Brief refer 
to wege rates and while the information is not complete 
on this point, it is what we have been able to bring to- 
gether and it does seem to bear out the general contention 
aS we summarize it on page 13, end perhaps I might read 
that: 
"The apparent elimination of Significant 
regional wage differentials may be attri- 
buted to two fectors, During the war we 
had ceilings applied except in the case of 
relatively low rates. The PaLsing of pAe 
latter reduced wage differences Beneralily, 
The second fector, and undoubtedly the main 
one, is the increased organization of 
workers, the growth of national industrial 
labor organizations, the application ofthe 
principle of equal pay for equal work and 
the establishment of weges through collective 
bargaining." 
These two conditions, particularly the latter, have 
contributed to the elimination of regional wage differences, 
if “then, sir; these differences in wages and interest 
rates which were maj.or factors in the earlier years in 
establishing 9 concentration in industry im the east, if 
these differences no longer exist, how then can we explain 
the continued trend towards concentration in the Eastern 


Provinces established by the evidence in the Reports of the 
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Department of Reconstruction and the Department of Trade 
and Commerce? We Suggest that the persistence of a 
concentration outside of the Prairte region can be related 
to three reasons: first, the imperfect competition 
in industry today - 

Q. Imperfect competition? 

A. Yes sir, in the earlier years there was more 
nearly what we call perfect competition in industry than 
there is today. The tendency has been towards increasing 
degree of improper competition in industry. I am not using 
the term "monopoly" there but increased monopolistic ele- 
ments at least in industry. 

Q. Now then, do you mean within one industry; an 
industry producing 2 vertain product? 

A. In particular industries and therefore in 
industry generally. 

Q@. Well, do you mean that there used to be greater 
competition among industries engsged in producing the 
seme product formerly than there is now? 

A. Yes sir. Today instead of having 
a large number: of small producing units we sare tending 
towards @ condition of large Seale production with @ smaller 
number of producing units which limits the degree of com- 
petition within the industry. It changes its character, 

Q. Can you give us some examples of industries 
thet have come under that dev lopement? 

A. Yes sir, the blacksmith and the local maker of 
farm machinery does not exist today. Today we have a few 
large firms producing agricultural implements. The situation 
wes completely different from the point of view of competition 


within the industry. Instead of the passive and impersonal 
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Sompevi tion or a lot of little people, we have the active 
end aggressive competition of a few large businesses. 

Gisa nm YOU meon aggressive competitian emong themselves? 

A. Among themselves. 

Q. I thought you said there was ¢s lessening of that 
competition in large businesses? 

A. The cheracter of the competition has changed, 
When we speak of ga competitive industry and competitive 
conditions, sir, we think of something along the lines of 
the wheat producer. There sre hundreds of them; no one of 
them produces a sufficient amount of wheat that what he does 
with his wheat has any bearing on the price which he can. get 
unless he organizes and forms 3 central selling agency. But 
in en industry where you have got three or four large 
producers, then thet one producer - 

Q. Well, what would you say would correspond to that? 

A. The farm mechinery industry today, sir. 

Q. You have three of four industries producing the 
Same implements? 

A. They are within the same andustry. bute Dt» is 
true that their products are distinguished by buyers. They 
are not identical products. 

Q. Now, do they compete more among themselves than 
the competition that used to exist formerly,when there were 
@ number of small makers of these implements? 

A. In one sense, Sir, they do because it is very 
difficult to say thet Farmer Jones in Alberta competes 
3S a wheat producer, 

Q@. I know he is no longer an industrialist but at 
the very beginning of your present remarks you said there 
is less competition now among manufacturers than there used 


to be formerly. Isn't that so? 
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As, YeCS Sir, 

Q. You said you did not want to go so far as 
to say thet there was a monopoly but thet there was less 
competition than formerly among lerge manufacturers. 

The smaller ones have gone and the larger ones have grown 
and among them, you said, there was less competition now 
then formerly. You adhere to thet, do you? 

A. Yes, I would like to explain what I meant by 
that. 

Q@. I asked you then to name me some industries 
which came within what you were describing, and you men- 
tioned farm implements, but then you told me that the 
different form implement manufacturers manufactured different 
kinds of implements. That in itself would lessen competi- 
tion? 

A, It changes the character of competition, sir, 
it is a different sort of competition altogether. Perhaps 
that 16 3 better way to put it thén to sey there is less 
competition. 

COMMISSIONER INNIS: Would flour milling be a good 
illustration? 

Ae Flour milling WouLe be @ good MAaeeesens 
because in that case the commodity is pretty well stander- 
dized. 

THE CHAIRMAN: What is the difference in that 
industry between now and years ago? 

A. Well, much the same as what has occurred in the 
farm machinery industry. 1 think it is still true that 
there are quite a large number of small mills in the flour 
milling industry, but, nevertheless, the industry is 


dominated by 2 small number of large producing units. 
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Q. And among those large producing mills is there 
competition? 

Be Ot kind, yes. : 

Q@. But do you say that there is less than formerly? 

A. in my sense of the term, yes, because it is 
a different kind of competition. Perhaps, 1 could. put it 
this way; We hed what we called a competitive situation 
in the flour milling industry in the eerly days when there 
Were @ lot of small -milis producing and no very large 
business organizations in the industry. Now, that is what 
we think of as a competitive situation - a lot of little 
people producing small amounts, none of them being able 
to exercise much influence upon the price which they get 
for their products. Now, as you get eway from that condi- 
tion, in my sense of the term, you are then getting less 
competition and of 9 different type. When you get 3 
Small number of large producing units you get an active, 
aggressive type of competition which does not exist ih the 
other case. 

COMMISSIONER INNIS: You mean the sort described 
in Mr. McGregor's Report? 

As, Yes sir, 

THE CHAIRMAN: All I had in mind was that we must 
eventually bring all this back to transportation? 

A+» Oh yes sir. I was going to say, Sir, that 
having stated that es one of the reasons why we think the 
trend to increasing concentration is still evident in the 
east, of industry, that we realize that the Commission y/o 
cerned with the changed structure of Canadian industry and 
therefore, we have nothing more to say about that point. 
But we do suggest that that is one of the reasons why industry 
continues to tend to be concentrated in the eastern provinces, 
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The second reason is what we cell economics and scale. 

he recognize that in a situation where you have a larger 
consumer market because of an already established con- 
centration of nopulation,it may be possible to establish 
larger uvaits of production to effect certain economics 

in yroduction because of Size,to get down unit costs of 
production under these conditions. tie agree that general 
benefits follow from these economics and from concentrating 
production in places where these economics can be achieved. 
So that we have no complaint so far as that particular 
point is concerned. Our main emphasis is on the third 
point; that is, on the whole matter of transfer costs. 

I think it is unnecessary, Sir, to worry you with the 
reading of the material in this section of the report. 

{It can be reduced to three points which we want to emphasize 
with regard to transfer costs and freight rates as they 
affect these transfer costs. 

Your lordship and members of the Commission, you 
will find the material on transfer cost on page 16 going 
throush to page 29) 

%. You are soinge to summarize that? 

A. Yes, sir; the point is we recognize that general 
high freight rates tnrough their effect on transfer costs 
are impediments to exchange. Hizh rates would tend to 
Stimulate local small-scale industries. High rates would 
protect much in the same way as high tariffs protect a local 
sm@ll industry. 

TH CHAIRMAN; 9%. You are speaking theoretically? 
Do you say that high tariffs have protected small local 
industries? 

A. High tariffs protect small local industries. 


%. You are talking about transportation problems? 
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A, No, I was comparing the high transportation 
rates with high tariff retes to indicate what they might 
do. 

2. You say that high tariffs protect small industry? 
» They would generally in that Way. 


2. The seneral trend is to big industry much more 


- How So you reconcile that? 

A. X think the trend toward large scale industry 
is cue to technological development in industry. It may 
nave been due to relatively low rates. 

“SC. Pransportation rates 

A. Yes. But we do not want to GO against the 
advantages of technological change and improvement by 
concentrating industry across the country on the basis of 
high transfer rates. 

MR. PRAWLAY: 9. In speaking of high transportation 
rates, lo you mean hich in relation to Other prices and 
other costs? 

A. All prices are relative, I think, and I mean 
in the relative sense. I did wish to make the point that 
we do not vant to use the freight rate structure to protect 
local industry in ‘lbertea and to develop industry in Alberta 
on that basis. 

TH CHAIRMAN; %. That is, you lo not want rates 
made high for that purpose? 

Be NOy ei, 

MR. FRAVLOY: 9. You just told us that high rates 
encourase local industry? 

4. We do not want that kind of protection. My 
Secon” point here is that we want to emphasize with regard 


to transfer costs is that transfer costs - freight rates 
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through their effect on the profitability of production 
ln particular voleces affect property values. When rates 
have been established for a period of time, so far as 
they are concerned at least, they tend to affect property 
values in particular places. Business firms then come 

to have vested interest in existing rates and in the 
relation betveen rates. Changes in rates will disturb 
property values. We recognize that but our belief is 
that the protection of existing property values should 


not prevent a permanent and insupportable obstacle to 


changes tthich are clear in the eeneral effect. 


COMMISSIONER INNIS: 9%. Do low rates inerease 
property values? 

A. Protection of property values should not 
prevent changes which are generally beneficial. 

“. There is a difference in changes? 

\, They lower property values and raise property 
values and a change in rates will tend to lower property 
values in some place; and increase them in others. ‘ie 


admit that is the problen. 


THS CHAIRMAN; %. Does that pertain to all 
changes whether they are upviard or downward? 

A. Yes; property values do take time to become 
adjusted to conditions, but I think ag to adjustment 
if things become more profitable real estate becomes 
more valuable. Technological changes may destroy 
that value. Changes of localization may destroy that 
value. We simply say that to refuse to make changes 
which are generally beneficial on the ground that they 
disturb existing property values is not, in our opinion, 


an adequate and proper position to take. 
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COMMISSIONER INNIS: Q. No matter how 
serious they are? 

Aei an thes final analysis, no, but there may be 
questions of the move by which a change is made. 

Q. You would not want to introduce a horizontal 
increase of thirty per cent ? 

Rec rPnat. isa question of methods and that is 
exactly on the point we complain of, application and 
method. 

THE COMMISSIONER: Q. Then you do complain 
about a horizontal increase in freight rates? 

Rant AS: TE remember, that was our position at 
the time. 

Q. You do not favour horizontal increases? 

A. In rates; no. 

MR. FRAWLEY: May I say, my lord, there will 
be another complainant who will deal with that? 

THE WITNESS: The third point Hersicrsir, its 
that the relation between the rates on raw materials 
and the rates on their finished products can have a 
very Significant effect on the location of the manu- 
facturing processes. Inirepeéaty that) an Alberta we 
believe that we have raw materials which can be further 
developed and we believe that it is im the interest of 
the province and the Seneral interest of the country as 
a whole that these Processes of manufacturing our raw 
materials should occur at ther potnti of Supply of material; 
that is, within ‘Ne provance itself, Secondly, we are 
particularly interested then in the relation between 
raw material and ’ finished products rates, and in 
attempting to insure that the rate relationship established 


in the freight rate Structure does not arbitrarily and 
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unjustifiably mitigate the manufacture of the product 
at the point of supply of raw materials. That covers 
the point in which we deal with thig point in Part. I 
of this Brief. Before I conclude might I just state 
our position and indicate our proposal with regard to 
relative rates on raw materials and finished products? 
Our position rests on three points; first, we submit 
that the effect of relative rates on industrial location 
is significant saa consideration in establishing 
freight rates. Second, we feel that the importance 
of relative rates on industrial location and the principle 
of adjusting rates so as to affect location is already 
recognized in the Canadian freight rate structure. We 
suggest that there is no other substantial reason for 
Che midline in: transt¢ privileges. The third point is =. 
THE CHAIRMAN: Q. Where is the milling in 
transit privilege to be found: is it in the Railway Act? 
A. I am afraid I cannot answer that. 
MR. EVANS: It is a tariff arrangement in the 
railway tariffs. 
THE CHAIRMAN: It arises out of the Railway Act? 
MR. EVANS: Yes, the tariffs are filed under 
the Railway Act. I won't say It is a regulation. It 
is part of the tariff structure put in by the railway. 
THE CHAIRMAN: With the approval of the Board? 
MR. EVANS: With the approval of the Board in 
many cases. 
THE CHAIRMAN: Q. What have you to Say about 
this milling im transit? 
A. We merely,on this point... vee it. to illustrate 
fhe este that there is already recognition in the freight 


rate structure of the importance of relative rates on the 
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location of industry because we believe that --- 

Q. Tell us how the milling-in-transit provisions 
operate? 

A. AS I understand them, although I am no authority 
On rates, but as I understand it, it is possible to move 
Alberta wheat eastward to some point, say Regina, that 
wheat being then milled into flour and to send the flour 
on through at the grain rate tapering beyond Regina. You 
are, in fact, sending flour through on the grain rate. 

Q. You are Sending on the finished product as 
though it were grain? 

Aves my bord, 

COMMISSIONER aNGUS: 

Qe When was this introduced? 

Hee Ty ei afraid 2. cannot, tel... you. 

MR. FRAWLEY: The milling-in-transit privilege 
is being dealt with in the second part of the brief 
by Mr. Harries. 

THE CHAIRMAN: Q. Supposing the wheat does not 
come through from Alberta; supposing that it is local 
wheat and does not travel by rail as grain and it is 
made into flour and it goes on east, what rate does it 

travel on? 
| A. I believe it goes on the flour and grain rate 
from Moose jaw. 

Q. Does it go on as if it were wheat or does it 
go on as flour? 

MR. EVANS: I think we can clear this up right now. 
AS you recall, the "Crow's Nest Pass" rates apply to both 
grain and flour, and they also were made to apply by the 
railways for reasons you will hear about in due course 
to process other products in the milling process, so it 


is the same rate whether it originates as grain or as flour, 
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THE CHAIRMAN: Well, then, yes, the wheat that 
comes from Alberta to the mill in Saskatchewan pays a 
Gervaitiwrave after it is, made tip into flour’ =~ it #tili 
goes on, I mean. 

MR. EVANS: Yes. 

THE CHAIRMAN: Under the Crow's Nest rates as 
flour. 

MR. EVANS: That is right, sir. There may be a 
difference in weight going out from the mill to that 
coming in in the form of wheat. 

THE CHAIRMAN: Yes, there would be. 

MR. EVANS: And there is also the so-called 
in transit charge, which is a very small charge of a 
cent and a quarter or something, which is made for the 
privilege of stopping at the transit point. 

THE CHAIRMAN: Yes, but the point that I had in 
mind is this: There is no difference, is there, in the 
wheat which is not yet flour, and the flour made out 
of the wheat? It is net transferred at a lower rate at 
Moose Jaw,where as you know there is a big mill. 

MR. EVANS: No. 

THE CHAIRMAN: Or flour made out of wheat which 
has come all the way from Alberta. 

MR. EVANS: That is right. 

THE CHAIRMAN: Once it is flour it goes on the 
Same way, no matter where the wheat cdwes from. Yes, 
abl Paige. 

MR. FRAWLEY: Q. All right, contimue. 

A. If I might just repeat the first two points; 
because I think the third follows on the basis of that. 
We are suggesting the effect of relative rates on in- 


dustrial location is the proper consideration in 
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establishing rates, that this importance has already 
been recognized, for example, in the milling in transit 
movement. 

The third point however, is the application of 
foes principle is’left to the discretion of the raikroads, 


e 
/submit that the question of whether the principle can 


be applied or not is one which should be properly the 
responsibility of the regulatory body. 

THE CHAIRMAN: Now, to the extent that the 
application of the principle is left to the railroads 
are we to hear from somebody else on this? 

MR, FRAWLEY: Yes, Mr. Harries is going to go 
in and give you some particular examples of what 
happens, Sir, 

Qe ALL riens, 

A. Those are the three points that underlie 
our position. Our proposal then consists of three 
points. Also our proposal is, first, the recognition 
in the statute that relative rates should not 
dispose against producer location but rather that they 
Should be passive in their effect on location, or 
if anything weighted in the direction of encouraging 
producer location. 

Second, that the regulatory bodies should -hear 
complaints where it is alleged that rates controvert 
this principle. And where such contention is sub- 
stentiated that the board should adjust rates. in 
conformity with the principle. 

THE CHAIRMAN: Q. Well, your real principle 
is that you want neutrality in rates, is it not? 


Aw. Yes sir. 
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Q. But if they depart from neutrality they 
Should 9 in your direction, not against you. 

MR. FRAWLEY: That is right. 

THE WITNESS: Yes sir. 

THE CHAIRMAN: Well, that is fair enough. 

MR. FRAMREY: That is fair enough. We think 
so ‘Slr 

THE WITNESS: We tried to be perfectly straight 
forward in this. We believe it is to the advantage 
of everybody if the raw material producing areas can 
process more of their raw materials at the source. 
Our whole proposition is based on that. 

Tie third point is -- + = 

THE CHAIRMAN: Yes, to give us an object, you 
had, as you mentioned gas in the beginning, and gas 
you say serves as a raw material for certain chemical 
products. 

ae Les Sig, 

Q@. And you would like to see those chemical 
products manufactured in Alberta where the gas is. 

AP Yes, Sir. We don't want anything in the 
freight rate structure itself which is an impediment 
to that. 

Qyyes', that 1s" 1c, 

A. We are not asking that the freight rate 
structure should offset other things which might take 
the raw materials out of the province, but merely 
within the structure there is nothing which is an 
impediment to that. 

COMMISSIONER ANGUS: To go to that example for 


a moment, if the gas goes out by pipe line, the pipe 
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line rate would have to be related to the resale price 
of the product manufactured from it. 

A. iI think our position there would be thst if 
the potential manufacturer or an actusl manufacturer 
felt that the rate relationships pipelinewise on the 
raw material and railrosdwise on the finished product 
were conducive to the movement of the gas rather than 
of the finished product, (a) he is entitled to take 
thet to the Board as a legitimate request that they 
investigate that in the light of this principle, and 
then if they find that that is so, thet within the 
practical limits of adjusting rates they will take that 
into account and make the adjustment so as to make 
the two neutrel. 

And our third point here is that in making the 
edjustments the Board should be guided by a consideration 
of the established rates on raw materials, similer raw 
materials, and the esteblished rates on finished 
products. That is the substance of our submission. 

MR. FRAWLEY: That concludes Professor Stewart's 
views at this time end I would like to now bring Mr. 
Harries on and then cross-examination cen continue. 

COMMISSIONER INNIS: We will get some information 
as to the method by which this is to be done? You ere 
discussing some extremely complicated problems 

MR. FRAWLEY: I don't quite understand. 

COMMISSIONER INNIS: Do we come in the later brief 
to some information as to how this is to be done? 

MR. FRAWLEY: We come now to some particular 
examples of the rates which we soy conduce the consumer 
production, and we ere against that, and we will show 
Some that are passive and then some that conduce the 


producer location. We endeavour to discuss the thing 
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as thoroughly as we can by way of example. 
COMMISSIONER INNIS: I think the province of 
the Boerd in being asked to decide in certain things, 
you will give us some indication -- 
MR. FRAWLEY: Yes, I think that discussion can 
well be hed in the light of the examples we will show 


to the Board then. Thank you very much, Professor, 


HU HARRIES CALLED 


MR. FRAWLEY: Mr. Harries eppesared briefly before 
the Board or the Commission at the Calgary’ sittings. 
But before he begins his evidence this morning I would 


just like to put his qualifications into the record. 


EXAMINED BY MR. FRAWLEY 

Q. Mr. Harries, you sre 9 native of Alberta? 

ae Ves, Sir) 

@. You graduated from the University of Alberts 
in 1945? 

Ae Yes. Str, 

Q. You then went to Iowa State College where 
you were in 1946? 

fe That: is rien, 

Q. And you took from that institution a degree 
of Master of Science in Agricultural Econontcs? 

Ae o Yes, 

@. You then went to the University of Toronto 
where you took an M.A. in 1947 in Economics? 

Ae NOS, sty", , 

@. In April, 1947, you were retained ty the 
Government of Alberta to work on the prepsration and 
presentation of Alberta's freight rate grievances to 


the Royal Commission which ot that time was expected. 
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A. Yes, that is correct, sir, 

Q. At least hed been requested and expected. 

THE CHAIRMAN: You are talking of this Royal 
Commission? 

MR. FRAWLEY: I am talking of this very Royal 
Commission, sir. 

Q. Now, Mr. Harries, you have collaborated in 
the preperation of this brief on Industriol Location 
end will you now please proceed to put into the record 
the brief beginning at pegere), 'Part Ta; 

THE CHAIRMAN: That is Brief No. 25.25 102 

MR. FRAWLEY: No, that is the same Briel; sir) 
just the second pert of this brief. 

THE CHAIRMAN: Page 19? 

MR. FRAWLEY: Page 20, sir. 

THE WITNESS: In this section of the brief we 
deal specifically with the role of transfer costs as 
those costs affect the location of industry. And in 
general we can distinguish two broad Subdivisions of the 
matter. First of all, the relationship between the 
trensportation rates on the raw materials and the rates 
that apply on the products of those raw materials. 
And (b) the matter of trensportation charges which apply 
on the same products from different production areas. 
And for convenience sske we have termed those market rates, 

Dealing first with the raw material sand the finished 
product rates. The relative transfer costs on raw materials 
and processed products will, in specific Situations, tend 
to do one of the following: 

(a) they will encourage consumer location, and 
by consumer location we mean that the plant which processes 
the raw material will be located at or very near to the 


centre at which those products will be consumed. 
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‘Then, the second type of locetion is producer location 
end when we speak about producer location we mean that the 
plant which processes the raw materials is located at the 
source of those raw materials, as opposed to the Lirat 
. instance,when we had it located at the source of consumption, 
Alweys there is some difference distantwise between the 
point of production and the point of consumption, 

And the third situation thet we envisage is the 
case in which rates play 9 neutral Polen aodation’, 

That is,the plant could be located at the producing point, 
at the consuming point, or indeed at eny point in between 
those two. And those sre the three situations which 
could arise in dealing with the matter of raw material 
end finished product rates, 

THE CHAIRMAN: Q@. In the third ease you put, the 
rates would have no influence on the location? 

Ase {yMOS. A415 

COMMISSIONER INNIS; Q. That would be a very rare case? 

mare or Yooyeine The milling in transit privilege is one 
of the few which we have to indicate that situation. 

Now, the exomples of rate relations which do one or 
other of these three things may be found by referring to 
the particular industries which are established in Alberta. 

The first industry that we deal with is the meat packing 
industry, ond here we find an exemple of consumer location. 
And then we deal with that Starting et page 20. And then 
Starting at page 30 we :deal with the sécond classification, 
thet is the producer location, and that is the Suger beet 
example. And then at page 32 we desl with the case where 
the rates are neutral and there we discuss very briefly the 
milling in transit proposition. 

Now, just from the length of the number of peges devoted 
to each of these subjects you will see that the meat livestock 


relationship occupies a good deal more of our attention thon 
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does either of the others, snd the reason for this is that 

we felt to make the example clear it had to be backed not only 
by rate relationships and the way they effect the industry, 
but also by some statistical analysis to indicate that in 

fact this was what was happening in the industry. And for 
that reason we have gone into it rather mope fully. 

One thing I would like to explain right now is that 
we ere not coming before this Commission and asking , for any 
adjustment of the mest rate or of the livestock rate or of 
both of them. We use this Simply as an example,andwhat we do 
ask for in the nature of a recommendation is that rates be made 
neutral or passive when that is possible. And we say that in 
the meat livestock illustration that does not heppen now. 

And I would presume if this Commission sees fit to make 5 
recommendation, somewhere along the line we Suggest that anyone 
who may be interested -- ond it may be Gainers, who heve 
already talked on this question at Edmonton -- would go before 
the Board of Transport Commissioners and it is there that they 
would make their application to have tshe particular rates 
changed. And I thought I would make that explanation, because 
there seems to be some misunderstanding about it. So as far as 
we are concerned in s discussion of the particular rates, we 
only discuss particular rates to illustrete our general 
proposition. 

THE CHAIRMAN: Q. Would those who would apply, you say, te 
the Board to change a particular rate, have in mind that the 
rate which they object to operates against local menufacture? 

A. Yes, sir. They would have in mind that they have the 
raw material there end the raw material ig going out and because 
of the freight rates or at least es far asthe application is 
concerned,it would be because of the freight rates, they didn t 
get en opportunity to process it. | 

Q. You are talking now of the livestock and meat? 


A. Yes,sir,. 
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Q. I thought you did quite a lot of your manufacture of 
thet raw material right in Alberta? 

ahd Wel], sir, the figures thet follow here indicate very 
roughly the percentages on each of the classes of livestock that 
were handled and so on. If I might turn to Pat ;ASlry Os Dagseee = 
the next page -- 

MR. FRAWLEY: Dr. Angus had a question. 

THE WITNESS: I oem sorry. 

COMMISSIONER ANGUS: Q. If I understand it, the protest 
could be in either direction, could it not? I mean,the 
producer of the raw material could Say this rate is not just. 

Re WOR y Si2 
| THE CHAIRMAN +. .Qs...That..18. ¢he thing we are talking about? 

A. Yes,sir. 

Table 1A on page 21 détails the provincisl marketings on 
cattle and calves, hogs, and Sheep end lambs by alternate years 
from 1930 to 1948, These figures come from the Annual Market 
Review. 

Cémparisons with other statistics and a knowledge of the 
manner in which these statistics are collected indicates that 
the figures for Alberta definitely underestimate the marketings. 
And this is a point which we suggest must be kept in mind in 
later stages of our submission. 

But teking the figures for Alberta as they are, it is 
apparent that on the cattle and calves there has been something 
like a 300 per cent. increase in the volume of marketings in the 
last eighteen years. 

With hogs the marketings in the last 18 years have 
doubled, but it should be noted that as compared with the average 
for these years the marketings in 1948 were at about por, 

Looking at the Alberte merketings . which ore listed in 
the third column there,for hogs we see that in 1930 there were 
629,000 hogs marketed in Alberto, and in 1948 there were 
I ALO, OOO, 
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THE CHATRMAN: Q. When you say merketings in 
Alberta - thet is what you suggest there - you mean 
marketed in the Province of Alberta? 

A. Nop sary ea Sorry) sir. (0 means 
marketed from farms located in Alberta, not necesserily 
through en Alberta spenee 
- To all markets? 

e "Yos, “Sir4 


Both inside end outside the province? 


Pm © fF -© 


£e8 PrSiy 
The marketings on sheep and lambs from Alberta 
during that period, 1930 to 1948, have also doubled. 
THE CHAIRMAN: We will stop now until a 


querter to Three. 


At 1 P.M. the Commission adjourned to 
resume again at 2.45 P.M. 


(Page 10675 follows) 
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AFTERNOON SESSION 
» « The Commission resumed at 2.45 p.m. 


MR. EVANS: Yesterday, sir, you asked me a question 
which I undertook to answer about the bonding of freight 
and - I do not want to interrupt my friend - 

THE CHAIRMAN: You mean yesterday? 

MR. SEVANS: \ Yes yrend if you want it inow il will-give 
LENnCITYy SoU: 

THE CHAIRMAN: Yes, I suppose we had better have it 
now while it is fresh. 

MR. EVANS: The question was asked of me at page 10314 
of the Transcript and the process of bonding of freight 
goes like this. Where the freight originetes in the United 
States destined to points in Canada, if the destination is 
a customs port of entry, it may be shipped in bond or it 
will be shipped to the neerest port of entry short of the 
destination. Now, the shipper in the United States makes 
out an export declaration in triplicate. He lists the 
goods to be shipped end he gives the value for customs 
purposes. Now, the export declaration must accompany the 
shipment to the border. 

THE CHAIRMAN: That is a United St-tes export declaration? 

MR. EVANS: Yes, when the shipment reaches the border, 
two copies of the export declaration sre handed to the United 
Stetes customs and one copy to the Cenadian customs. At the 
border the railway company makes up a customs manifest 
giving the full perticulars of the shipment of which one 
copy goes to the Canadian customs at the point of destination 


or the nesrest point. of entry to the destination. 
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In the case of carload treffic, the Canadian 
customs place their own seals on the car but this is 
not done in the case of less then carload traffic. 

Now then, on arrival at destination, if it is 9 customs 
port, the carload traffic is placed.on a special. track 
and held under customs and reilroad seal until advice 
has been received from the Canadien customs thet their 
requirements have been satisfied. The car is then 
released to the consignee. 

Now, with regard to less than carload traffic, 
on arrival at destination or the nearest customs. port 
it is unloaded into a special section of the railroad 
freight shed and it is there held under railroed super- 
vision until advice is received from the customs, that 
is the Canadian customs, that their requirements have 
been satisfied. 

Now, in the case of treffie shipped’ to destination 
which is not a port of entry, the goods sare held at the 
nearest port of entry short of destination and advice is 
sent by the railway to the consignee thet his goods are 
being held for customs clearance. The consignee then 
goes to the customs port and arranges for clearance or 
erranges for a customs broker to do that Pee him. Now 
then, the customs bond put up by the railway in the case 
of thenCanadian Pacifie, william told;eis for the amount of 
$80,000. 

THE CHAIRMAN: That is 3 bond to the Canadian 
Government? 

MR. EVANS: Yes, sir. 

THE CHAIRMAN: Well, I don't think Mr. Hume is 
here but I think he wes interested - 

MR. FRAWLEY: I presume what would interest the 


Commission would be e similar statement to show the identity 
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or otherwise of the regulations respecting the entry by 
truck and I might ask Mr. Hume - 

THE CHAIRMAN: Do you know whether truckers in 
that case get export certificates, or whatever they are 
called, from the United States customs suthorities? 

MR. FRAWLEY: No, my lord, I would not know. 

THE CHAIRMAN: Isn't thet the first step? 

MR. FRAWLEY: I would suggest that there should 
be a statement as thorough es Mr. Evans' statement with 
respect to the situation by truck which is as complete as 
Mr. Evens has given it to us DY Vaid) end vlbvam sure that 
the Truckers Association could do that. As a matter of 
hoc, a Pn the Tl ae tc analysis it cannot be done, I can 
have people like Burns sand Company which do bring things 
in by truck and they would be able to tell us the precise 
evory, but in any ‘event 1¢t “wlll be furnished to the Com«~ 
mission, 

THE CHAIRMAN: Please then, do not overlook this. 
I think it is important to know whether goods by truck 
come accompanied by a United States export permit, or 
whatever you call it, because that keeps the goods in 
custody so long as ‘they ere in the United States. So 
do they just srrive sat the boundary loose without any 
United States export documents? 


MR. FRAWLEY: Very well, my Lord. 


MR. HU HARRIES RECALLED 
Examination by Mr. Frawley continued 
Sera te OWL CY CONVINUCG 


Q. Mr. Harries, I think you had reached Table 1A 


and you hed given some comments, Perhaps you had completed 
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what you wanted to say with regard to Table 1A which 
Shows provincial marketings for alternative years 1930 
to 1948 in thousands? 

A. Yes. There was one more point I wished to 
draw to the attention of the Commission in connection 
with this Table, and that was, if we compare the increases 
which have taken place in the Alberta marketings with 
the increases in the percentage terms that have taken 
place in the total Canadian marketing, we find thet the 
Alberta increases are substantially above the total 
and just to have those figures on the record, the 
marketings of cattle and calves in Canada show an 
increase during this period of roughly 150%. 

MR. EVANS: Is that percentage of marketing to 
processed or just percentage of total Canadian marketings? 

A, This just indicates, sir, the percentage 
increase in marketings from 1930 through to 1948. 

Q. Total marketings? 

mee Thoseivere tthe total figures) yes star: 

MR. FRAWLEY: The last column? 

A. And hogs - 

THE CHAIRMAN: Pardon me, this increase you 
have just given is in the volume of marketing? 

MR. FRAWLEY: Just the volume of the marketing, 
Ves Sara. thev 1 sir vent: 

THE WITNESS: Hogs show en increase in the total 
Canadian market of roughly 100%, sheep and lambs have 
increased roughly 50%. | 

COMMISSIONER INNIS: Is the fluctuation the same 
in your case as in that of Saskatchewan, for instance, 
cattle and hogs a pretty good increase and a sharp 
fluctuation in hogs and sheep? 
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Oe PE esis 

A. Well, there has been a decline in the 
marketing in hogs since 1944 with the readjustment which 
took place in connection with the coarse grain prices 
and as far as the sheep and lambs in Alberta sre concerned, 
they definitely have been decreasing and probably will 
continue to decrease because of the better prices that 
ere being paid for cattle, and consequently, the range 
is used for cattle rather than sheep. 

Q. Would the same conclusions be drawn from 
Saskatchewan or have you looked into their figures? 

Pet ONOULOU ELC ao! Sir veo. Table 1B on 
page 22 indicates in percentage terms the provincial 
merketings during these same years, that is from 1930 to 
1948. Just to look at Alberta's position for a moment 
in connection with cattle and calves, we see that in 
1930 Alberta marketed roughly 15% of the total cattle 
and calf marketings in Canada. In 1948 they marketed 
22.5%, This picture just gives in percentage terms the 
one that we previously gave in Table 1A in absolute 
terms. 

MR. FRAWLEY: Are you going to call any 
particular attention to the Table for hogs end sheep 
end lambs? 

Re No, Sir, Ll wouldinot, unless 2t is the wish 
of the Commission. It is just in percentage terms, 

Q@. Then, we will pass from that Table ond if 
you will continue then? 

A. Looking now for a moment at Table 2 and 2A 
which give the slaughterings in each province: in Canada 
and the percentage that these Slaughterings are of 
provincial marketings (and those ere to be found, the 


first one sir, on page 24) here we have the absolute 
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numbers of animals of these different types which 
ere Slaughtered in packinghouses and plants situated 
in the various provinces. Then, putting those in 
percentage terms, 3s we do on the next page Gheictn als 
page 25) and expressing them 9s a percentage of the 
provincial marketings, we find that in Alberta, for 
instance, that cattle and calves in 1930 we were 
processing roughly 48% of our totel moerketings in 
that year. As we move forward by those alternate 
years, we find that by 1946 (and those were the latest 
figures which we hed when we compiled this) thet 61% 
of the total marketings of cattle and calves were 
processed within the boundsries of Alberta, 

In general, then, we can say that 40% of the 
cattle and calves which are marketed from Alberta farms 
end slaughtered outside the provincial boundsries and 
remembering that,as we earlier indicated, the provincial 
marketings are, in our opinion, underestimated, we can 
see that the percentage might in some instances be 
greater than what we would claim it to be from 3 


consideration of these particular statistics. 


Then, we go through the hog situation, and 
we see that we processed in 1930 52 per cent. of our 
marketings and in 1946 we processed 74 per cent. With 
sheep and lambs in 1930 we processed 63 per cent. and 
in 1946 we processed 41 per cent. 
THE CHAIRMAN: Do you say that that situation 
is undesirable? 
A. We say, sir, that inasmuch as freight 
rates may be responsible for moving 40 per cent .. of 
our cattle and calves out of the province for processing 


that that is undesirable. 
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Q. »I was going toiput it this Ways Ls. that 
Situation in itself undesirable, that such a large 
proportion of Alberta's stock should go away to be 
processed elsewhere? 

AGE Insourntopintonwrt isasin. 

Q. And then, do you attribute that to the 
freight rate situation? 

By oOxestsir: 

Q. Wholly or partly? 

A. We would say that it is the major factor. 
Well, to give you some idea of the magnitude I would 
say it is responsible for 75 per cent. 

COMMISSIONER INNIS: You are quite certain that 
these figures for Alberta for Slaughtering refer to 
production in Alberta? You are not drawing on Saskat- 
chewan, for example? 

A. No sir, the situation in Alberta is that 
we processed nearly - all our Pad casey ae tere Alberta 
livestock with the exception of a few head which will 
come in from thePeace River Block and British Columbia 
and in return for that, however, there is quite a 
Substantial part of the eastern edge of the province 
lying west of Saskatoon and west of Moose Jaw from which 
none of the livestock moves back to our processing plants. 
It all gets forwarded into the Saskatchewan ones. 

THE CHAIRMAN: Tham, in this case the rate tariff 
is not neutral and operates against you? 

fe. arMesisin. 

MR. FRAWLEY: Go on now with the table. 

An. (Considering ‘this. table ».we: think: it: 1s 


interesting to compare these Alberta percentages with 
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those for British Columbia. In connection with that 
comparison, we see that in 1946, considering for a 
moment cattle and calves, that British Columbia pro- 
cessed 226 per cent. of their total marketings. Manitoba 
had the same thing or roughly so; they processed 201 
per Cent. of their marketings, and then looking at the 
Situation in connection with hogs we find that British 
Columbia processed 700 Pel Cents of tied marketings. 

As a matter of actual fact, the processing which is done 
in British Columbia of hogs is primarily hogs that move 
from Alberta into British Columbia. They go out by the 
carload, in fact sometimes by the trainload out of the 
Edmonton district. 

THE CHAIRMAN: Then, would van expansion of your 
Statement mean that the best thing to happen would be 
that each province would process 100 per cent or as 
near 100 per cent. of its own products as possible because 
ibe a8 £o0d for Alberta, it. is good for all the other 
provinces? 

A. We would Neonvaan, «Clr. that (A province 
should have transportation-wise an equal opportunity 
with all other provinces in processing raw materials 
which originate in that Province.) heat tothe arrange- 
ment that Professor Stewart dealt with, that ee 
rather narrow basis which we have for industrialization 
would seem to indicate that we could very profitably 
protect that basis by processing raw materials which we 
originate. We are certainly not against giving any other 
province or any other locality an even break on the 
processing of raw material. We simply say that we do not 
want to find ourselves penalized in processing those 


materials. 
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MR. FRAWLEY: Anything else you want to call 
attention to in connection with hogs? 

Mehed Think the table speaks for itself after 
we have made those several comments Mr. Frawley. I 
would like to turn for a moment now to Table 3 where 
we show the actual movement of live animals from the 
Province of Alberta and the source for this table is 
the "Livestock and Animal Products Statistics lena 
publication of the Dominion Bureau of Statistics. These 
are. then, thev.actual Shipments of livestock from Alberta 
to outside points, and I would just note, for example, 
that in 1946 there were 180,000 animals, cattle ana 
calves that is, sent from Alberta to outside points 
for slaughter. We have made an allowance for those 
animals which moved outside the province for finishing 
and with the hogs we find that in that Same year 326,000 
animals were shipped away or, shall we say, exported. 
With sheep and lambs in the same year the figure was 
EO ROOD . 

Now, in connection with these figures, we state 
earlier that we thought the marketings were underestimated 
in Alberta, Similarly, we think that the Statistics 
which we have reproduced in Table 3 were underestimated, 
the shipment of livestock from Alberta. The reason 
that we suspect that is the case is that you either get 
a count on these animals as they go through a public 
yard or as they end up in a packing plant. Quite a 
number of these animals are shipped from Alberta without 
even touching a public stock yard where they could be 
counted, as it were, and to explain why we think this 


1S SO on page 27 we detail some figures from other sources 
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which we convert for our purposes to illustrate the 
proposition. 

Taking 1938, for instance, in Column A we fina 
a Tigure there of 75,000.tons.. That figure is 155000 
Pons OF livestock which/ iss thes net export of cattle and 
calves as we find that figure stated in the summary 
of Monthly Railway Traffic Reports, and then we convert 
that figure by applying this figure of 20/9 which simply 
means that the average weight of each animal is 900 pounds 
and we find that in 1938, according to that estimate, 
we would have 156,000 animals exported. 

Another way of arriving at the same sel oa ee Mae 
figure would be to take the total marketings in Alberta 
minus the local processing and there, as in Column C, 
wegdtind wnat. the figure 1s 229,000. ‘Then, anether esti- 
mate which we give in Column D is one which is made by 
the Alberta Department of Agriculture, and it is calculated 
from the Health of Animals Return and there we find that 
in 1938 the figure in 192,000. Then, in Column E, we 
have the approximate figure which we are using in Table 3 
on page 26; that is, Table 3 on page 26 indicates that 
there were 133.04 thousand head of livestock exported and 
Wwe ce tas ln it, in Column, BE asinis4s. What is: the: statistical 
basis for this contention that we are making. 

Now, reading from page 23, the following are 
typical examples of the present freight costs that apply 
on the movement of Alberta cattle and cattle products 
to consuming centres, and we use steers in these examples 
but the situation with hogs or sheep is comparable. Then, 
discussing our example No. 1 - and I would like to men- 


tion before we start this discussion that these examples 
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are, Or I should more properly say the results that 
these examples indicate, are comparable to the results 
which Gainers Limited, in their submission to this 
Commission in Edmonton (and that submission is Exhibit 
No. 25) - that these examples are comparable to the ones 
they gave in that Submission. Dealing with these examples 
then, what we have attempted to do e find out transporta- 
tion-wise at which point it would be cheapest to process 
avliveesteer that comes fromia feed lot in Carstairs, 
Alberta,and which is going to be consumed at Vancouver, 
that is whether it would be cheaper to process it at 
Calgary or to process it in Vancouver. 

MR. FRAWLEY: Where is Carstairs situated in 
respect of Calgary? 

A. Carstairs is about 43 miles north of Calgary 
approximately. 

Q. On the Canadian Pacific line to Edmonton? 

Ae. Yes,norion:. thetCanadianufracitic tlinerto 
Galgary. The example then for Calgary processing, the 
steer which we are dealing with weighs 1000 lbs to 
Start with but if you ship it from Carstairs to Calgary 
there is a shrinkage on it and we have allowed a shrink- 
age of 2 per cent. on this 43 mile move so we really 
only deal with 980 pounds of steer when we get it to 
Calgary, and’ that-isswhat you pay* the freight rate’ on; 
SO we are charged on it say 14 cents per hundred pounds 
and we find the cost is $1.37.Then you process the 
steer in Calgary and you forward the meat from that 
Steer to Vancouver and we use a dressing percentage of 
60 in this example and the cost is $1.15 a hundred weight 
so the sotal cost of: shipping: the meat from Calgary to 


Vancouver is $6.76. 
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Q. You now have to turn over my lord, to page 
28, where the example continues. 

A. Then following on page 28 - or pardon me 
the total cost then as far as the Calgary processor 
is concerned is $8.13, so that if that steer moves from 
Carstairs to Calgary and the meat from Calgary to Van- 
couver, the total transportation cost in connection with 
the movement is $8.13. 

Then, if you want to move the steer directly 
from Carstairs to Vancouver and process it out there, 
we find that the 1000 pound steer will shrink roughly 
4 per cent. on its journey out there and it costs 
56 cents a c.w.t. to ship him, so that the total cost 
is $5.38, so that this example shows that it costs very 
nearly $3 more from a transportation standpoint to 
process the animal in Calgary than in does to process 
it in Vancouver, presuming always that the meat is being 
consumed in Vancouver. 

THE CHAIRMAN: Is that because meat is more 
expensive to transport than the cattle? 

A. Having in mind, sir, the amount of meat that 
you get from a steer, it 1s more expensive to ship the 
meat than the livestock. We would never maintain that 
they should charge the same for shipping 100 pounds 
of meat as they do to ship 100 pounds of livestock; What 
we say is that, having in mind the production co-efficient, 
that is the amount of steer it takes to make one unit 
of meat,that the freight rates should not mitigate against 
the movement of meat. 


Q. You say then that the freight rate on meat 
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Mr. Harries 

A. Well, it could be either that the freight rate 
on meat is too high or the freight rate on liestock is too 
low. 

MR. FRAWLEY: It is the relationship we are com- 
plaining of. 

THE CHAIRMAN: Do you think then if a different 
relationship were established, one that you could work out, 
this processing would be done in Calgary and no in Pritish 
Columbi 

- Well, we eel sir that if the cost of moving the 
meat and the livestock, having in mind the co-efficients, was 
brought into a correct relationship that we would have an 
equal opportunity with the Vancouver man who processes this 
livestock. 

Q. Have you worked out the relationship? 

A. You mean the adjustment that would take place in 
the rate? 

Q. Yes. 

A. No sir, we have not because we were of the opinion 
t at this Commission would be interested in the application of 
the principle and in a consideratim of examples which indicate 
that to-day this principle is not being followed. So we did 
not come prepared, sir, to argue either that the meat should 
be lower or that the livestock rate should be raised or just 
how much adjustment there should be in either one of those. 

Q. Well, how do we know what the.expense is of 
transporting meat from point to poim and transporting live- 
stock from point to point? 

Aas & 6m abrald, sir, thac asirer ae) iulnow---= 

Q. Have you considered it? 

A. No, I cannot té@ll you what the costs of those are. 

Q. You just show that if these two things were brought 
CLOBGY vorcether, that is if the dive animal costs more’ to 


transport and the processed meat costs leas, the tendency would 
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be to have nore manufacturing done nearer homs? 

he Yes sir. 

se But have you gone into the effect as to whether 
that is practical and whether that would be, from a running 
point of view, a. fair way to have freight carried? 

Ae Well, weveive- the Anerican instance a Little bit 
later on which is.very briefly that they have had this problem 
and considered it down there and they have come to the 
conclusion that you can adjust these things to within a rather 


Narrow range ends thas+ it isvyvracticabley 
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COMMISSIONER ANGUS: Q. Does that mean that 


with these principles of assessment, a sort of a 
differentiation, you suggest that the slaughtering might 
take place at a point; does that mean that that principle 
may be a value of service of assessing rates? 

A. I would say yes to that question. As I under- 
stand value of service, it is only our approximation of 
fact; that is, when you say that such and such a 
commodity because it is worth more should pay a higher 
rate, considsration of value of service does not say 
that it should pay a rate $1.00 higher or $1.05 higher 
or even 95 cents higher. | 

Q. It states there is a ceiling? 

A. Yes, it does, but not in absolute terms; it 
gives you an indication, 

Q. What 1 mean is this; is it the purpose of 
value of service to lower rates and then fix higher 
rates in order to give revenue to the railway? 

A. Yes, there is that possibility if you make 
the assumption that the rate on the lower commodity 
is right at the point where the railway is maximizing 
its return from that particular movement, or on the other 
hand, you are able to determine whether adjustment in 


connection with the movement as a finished preduct. I do 


not subsuribe to the view that the railways can fix 
with any definiteness this relatiormhip. | 

Q. IL was only making an assumption to see what 
you thoughtyof it. Do youvihink thie as)e.tain 
assumption? 

A. No, ’six, 0 wouldn bh) 6hink) eo. 

MR. FRAWLEY: w&. You have another example, having 


in midd slaughtering at Winnipeg and at Montreal? 
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A. This is Example No. 2 on page 28; simply the 
case of another illustration of the transportation costs 
when we move east. Now, the summation of that argument 
is found where we know that the total cost if you 
process a Carstairs steer in Calgary it is $14.72; if 
you process it in Winnipeg and move the meat from 
Winnipeg to Montreal the cost is $ Lips DO 

MR. FRAWLEY: Do you see that, my lord; have you 
found the page in the submission? 

THE CHAIRMAN: On page 28; yes. I am following 
that. 

THE \JITNESS: And the cost of Montreal processing 
is $13.21. 

MR. FRAWLEY: That is an error, my lord; it should 
be $13.21 instead of $13.02. 

COMMISSIONHR INNIS: Q. What about Toronto? 

A. I suggestthat it would probably be just about 
the same amount as the Montreal one. 

THE CHAIRMAN: «&. I notice that in the Montreal 
case you have a live steer from Carstairs to Montreal. 
What about the meat? 

A. Vie assume that the meat would be consumed in 
Montreal. 

@. It would not. go any farther? 

A. NO» 

MR. FRawWLEY: Q. Have you corrected this figure 
for the movement of a live steer from Carstairs to 
Montreal; it should be $13.02, giving a total of $13.21? 

A. The next one is when a steer originates at 
Grane Prairie,Alberta and moves to Vancouver for con- 
sumption, we find with the mountain differential removed 


that the Edmonton cost is $10.96 and that the 
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Vancouver cost is $7.58. Example No. 4 - an animal once 
again originated at Grande Prairie, and this is found on 
page 29, moving to Montreal for consumption the relative 
costs are $17.48 at Edmonton, $16.09 at Winnipeg and 
$14.85 in Montreal. Now, at the bottom of page 29 we 
note that in making these caclulations we have not added 
the costs of feeding, car cleaning and those other things 
incidental to live cattle shipments. We have also 
ignored the cost of icing and servicing refrigerator cars 
which move the meat. “ie find that these costs are 

very near one another for any particular movement, and 

we have some tables which ee ee movements, 
and we would be glad to file those with the Commission 


if they would be of any use. There are two other things 


I would like to mention in connection with these calcu- 
lations. First, regarding dressing percentages. We 
have said that the steer would dress at 60 percent. of 
the live weight. This percentage includes allowance for 
the hide and for other edible products. 

MR. EVANS: We were wondering if the hide was 
edible? 

A. No. 

MR. FRAWLEY: We are practically down to eating 
the hides because of the freight rates, my lord. 

THE WITNESS: A good butcher steer,which we will 
say weighs 1025 pounds, a.ccording to the Industrial 
Development Council of Canada, in a little publication 
which they were kind enough to send me, calculated that 
the edible by-products weighted about 80 pounds; that the 
hide weighs 54 pounds and that the meat would weigh between 
450 and 500 pounds. From that I would gather that the 


present percentage which we have used is a reasonable 
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Mr. Harries 
- 10698 - 
approximation of the fact. It grades animals, and, 
of course, they dress differently and it depends upon 
how far they have been moved. You can still; ‘taking 
the average run of stock, arrive at the present per- 
centage as being reliable and stable. The problem of 
shrinkage 4 ° we have included in our examples, be- 
cause it is an important fact in the case :of movements. 
IU will have an effect “on thé present percentages. 
We have analyzed a number of movements of cattle and 
calves to Vancouver and to eastern markets and it will 
be seen that the shrinkage figures were used rather 
conservatively. Once again, if the Commission would 
like to see these figures we would be glad to table 
these examples that we have. We also made a study of 
the shrinkage on the movement of meat in refrigerator 
cars and although, we do not have a great number of 
examples, we find there was an appreciable shrinkage 
there in that movement also, so these factors would 
all have to be considered in striking these examples. 
COMMISSIONER INNIS: Q. There is no difference 
in the pricé of the Ssaics of ..ne finished products in 
the various centres? 
A. Do you mean the price on all meat in Edmonton 
as compared to the dressed meat in Vancouver? 
Oia) Lees 
A, Livestock in Canada seems to be on the Chicago 
price less duty and freight at the Toronto market, and 
as you come west you find a differentiation between 
Toronto and Winnipeg, and then Calgary markets some- 
times reflect that differentiation, and sometimes it 
does not because of the pressure Of i the west coast 


buying market. 


@. These are livestock prices you are talking about? 
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A. Yes, I have never been able to find anyone 
who could tell me with any assurance whether or not 
those livestock differences reflect the difference in 
the cost of transporting livestock or whether it is a 
difrerence in the cost ol transporting meat,” so as’ far 
as I was able to find out from the Department cf 
Agriculture officials and from some people in the 
packing industry, it would not make any appreciable 
difference to the market relations whether you ship only 
10’ per cent livestock instead of 40 per cent or not. 

MR. FRAWLEY: Q. Have you directed yourself 
precisely to what Dr. Innis was asking about? I believe 
you were asking the witness as to the relation of prices 
of meat? 

A. They are directly related to the livestock 


price: Ags we see on page 29, there are four examples 


which illustrate the general condition, indicate that 
it is cheaper transportation-wise at least to process 
Alberta livestock outside Alberta when, of course, that 
livestock has to be consumed outside Alberta. This 
situation arises directly as the result of the relative 
levels of the freight rates charged on meat and on 
livestock. 
Q. That completes what you wanted to say, about 
the fact of the rate relaticnship on livestock and meat? 
A. It completes the examples that we are giving 
and the material on the finished product rate. 
THE CHAIRMAN: Are you going into any other 
products outside of these? 
MR. BRAWGES.: > At this point weveare,. sir. 
THE CHATRMAN: You are going on to some other 
product? 


MR. FRAWLEY: Yes, my lord. 
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THE CHAIRMAN: What 4s the next product? 

MR. FRAWLEY: Petroleum. 

THE CHAIRMAN: Your general proposition is 
that the transportation rates should be adjusted so 
that your raw material can be processed in Alberta? 

MR. FRAWLEY: So the freight rate struck does 
not penalize. 

THE CHAIRMAN: You say it penalizes you now? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: And you say it should be 
altered in such a way so as to enable you to manufacture 
your products in Alberta? 

MR. FRAWLEY: That is what we think it would 
lead to. We want to develop our secondary industries. 

THE CHAIRMAN: Dc you want to make your flour 
in Alberta? 

MR. FRAWLEY: That is another industry and 
there is something to be said about that in . milling-~ 
in-transit. We think it is quite right and proper 
that we should at least develop our secondary industries. 

THE CHAIRMAN: We must remember that behind 
all that there might then be an argument as to what is 
good for Alberta is good for the other provinces. 

MR. FRAWLEY: Yes, Mr, Harries was of the 
opinion that we should have equal trade and not have 
to face anything in the freight rate structure to 
militate against it. 

THE CHAIRMAN: You won't suggest the freight 
rate structure will not allow you to do your own 


manufacturing in Alberta out of your own raw material? 


MR, FRAWLEY: I think I must say that what we 
seek is to take out of the freight rate structure 


anything that militates against that. That may be 
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saying the same thing in another way. 

THE CHAIRMAN: You say the freight rate 
structure does militate against your objective? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: And you want it so adjusted that 
you want it meaning that? 

MR. FRAWLEY: We want to take out the disability. 

THE CHAIRMAN: And to leave what? You say you 
are suffering 2 certain disability whereby your raw 
materials go out of the province in @ greater volume 
than your finished products do. You want an adjustment 
in processing in Alberta? 

MR. FRAWLEY: More processing of livestock. 

THE CHAIRMAN: And the shipment out of meat? 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: Is that true then, along the 
Line Of Sy your Orne rn ray material products’ 

MR. PRAWLEY: (No, each one falls into..a 
separate class. I would rather the witness would 
develop the rest of the raw material part. 

THE CHAIRMAN: On general principles it does 
not apply beyond livestock and meat? We heard some- 
thing this morning about gas. 

MR. FRAWLEY: Mr. Harries has developed the 
livestock and meat situation as an example of that, 
which is in the freight rate structure which militates 
against industry. 

THE CHAIRMAN: Against home manufacturing? 

MR. FRAWLEY: Yes. 

Q. Have you anything to add to the observations 
I have been making, Mr. Harries? 
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present freight rate structure militates against our 
secondary industries. It is just one example. 
COMMISSIONER INNIS: You do not give any 
indication here of comparable distances in the processing 
of meat and livestock. What would be the comparison 
of moving meat from Edmonton to Vancouver and moving 
livestock from Edmonton to Vancouver? 
A, The meat rate is $1.24 and the livestock rate 
is goku We can find these figures for you. 
MR. FRAWLEY: .@....Mr. Herries,: 1f L. understand 
Dr. Innis' question, you have this in your examples? 
A. I haven't got the livestock from Calgary. 
I have meat from Calgary. 
Q...That.is livestock from Carstairs? 
A. Yes, you mean moving livestock and meat from 
the same place to the same other place? 


COMMISSIONER INNIS: Yes. 


MR. COVERT: There are four people talking at 
the same time and the reporter is having difficulty. 
MR. FRAWLEY: Mr. Chairman, I will undertake 
to file something which will precisely answer the 
question. We might do that for two or three instances. 
MR. O'DONNELL: Accompanied by the mileage. 
MR. FRAWLEY: Q. Now then, will you go on to 
the second example on page 29? 
ee "A situation comparable to the meat-livestock 
example we have just cited, exists in the petroleum 
industry. In general the freight rate on crude oil 
is forty per cent of the fifth class standard 
mileage rate while petroleum products take a rate 
which is on the full fifth class basis." 
Here, I would like to make the statement that along with 


that you have to couple it up with agreed charges or 
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competitive rates which may be on one of these products 
and nov on, the other. i say, tm general, this: is. the 
situation. There are qualifications to that on any 
particular movement, of course. 
"The existence of this rate relation has had the 
effect of restricting the market for petroleum 
products produced in Alberta in favour of products 
processed elsewhere -- from Alberta crude oil. A 
company situated in Calgary, for instance, has 
not been able to service its dealer outlets in 
Saskatchewan from its Calgary refinery but has 
been forced to buy petroleum products for those 
stations from another refining company situated 


closer to the consuming point. 


(Page 10710 follows) 
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THE CHAIRMAN: Q. <Any question of distance that 
would erise there, thet would explain it? 

Awe tNO, Ble, Df don't belvevye /so.-' The Pact was 
Cal ie yecource at you hac soy ‘the crude--- 
Q. 


we 


Where did the Seskatchewan manufacturer get 
his crudevout Tron? Heveor lun trom Alberta... your say ? 
ne “Hey sou 2errom’ Turner Valley ;- ves. 
> & pis iv tess. distance, fromithat plant to, the 
iurner Valley station, than 1t.is from Calgary? 

pS Same NC ie Well, I use Calgary here in this 
Suempte Tavher loosely, Si7,. As .symatter of fact--- 

Q. What can be loose with Calgary? 

MR. O'DONNELL: Thet is the wey Alouettes 
used them on Saturday. 

MR. FRAWLEY: That is the way Montreal found 
them the other day. 

THE CHAIRMAN: Q. The real point is this, is 
it not, how far does the crude oil heave to travel in 
each cease? 

MR. FRAWLEY: I think Mr. Harries can enswer 
that precisely, sir. 

THE WITNESS: Yes. In the case of what I have 
Called the Calgary refinery, the crude o11 just had to 
move from the field, e matter of a few miles, into the 
refinery. Thet is, to all intents end purposes there 
was no haulage of crude oil. Then you had to move the 
relined product out tremithat plant into Saskatchewan, 
In the other instance -- 

THE CHAIRMAN: Q. It is the freight on the refined 
product, that 16 Too hie sccornding torvyoucd jd bhatt 1t? 

A. Well, I would not be prepered to say, Sa 
whether it is the peice is too high or. the raw 


material rate which is too low. 
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Q. Well, how does the Saskatchewan product come 
back into Alberts? HOw far does it travel? 

Aw) LG G0eSs nov come back into Alberts; sir, -- 

Oy OU, Sou, 

"A compeny situated in Calgary, for instance, has 

nov, been eble to service its. deoler outlets in 


Sasketchewan from its Calgary refinery but has been 


forced to buy petroleum products for i acueest tone 
from enother refining compeny situated closer to 
the ‘consumer! point.” 
me 
I thought you told that thet other company was in 
Saskatchewen, 
A. “SENG ima Be gh 0S 
COMMISSIONER INNIS: Q. Is not the capecity of 
the Calgary refinery very limited? 

A. No sir, they would be very pleased to service: 
their outlets from their Calgery refinery. 

MR. FRAWLEY: Q. We might get this clear. That 
perticular refinery that you say experienced the 
CLT ELeuLty ‘purchased "ithercrude (orb imithe: furner 
Valley? 

Ay Shall Lliusethesnsme sore the! jcompany? 

Q. Yes, it does not make any difference. 

A. Gas end O11 Products Limited have. a refinery .at 
Hartell which is in Turner Valley and they buy crude oil 
in Turner Valley. Then, they have retail outlets in 
Ssaskatchewan, and whet they would like to do is to 
manufacture the crudeoil into « - gasoline at Hartell 
and then’ ship the: refhed product jtorthese dealer 
stations in Saskatchewan so that the Saskatchewen 
motorists comidiuees i 


be 
THE CHAIRMAN: Q. Then there would no movement 


(Page 10713 follows) 
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from Hartell to Calgery 

By No sits tf used Galgary here, if I said 
Harteil there fs only one’ plént in’ Haértell. 

MR. FRAWLEY: Thet ‘is the situation, just 
substitute Hertell, which is in-. Turner Valley. 

THE CHAIRMAN: You have to use -- 

At’ Another "plant which is in Calgary -- 

Oe Let 1s). o Plant in Hertel) > you say, 
and another plant further East in Sasketchewan, 

A: Another plantin Regina. 

Q: Now, the plant in Regina could get its 
crude oil in Alberta, manufacture it there and ship 
it -out of there East at a lower rate then if it was 
manufactured in the first place in Hertell and then 
shipped East. 

Ae VES SLi". 

gy itiet Te rien. 

ee ee ot. 

Q: Then again you are back to the beginning, 
are’ You nov? “You "think the freient rates on the 
finished products must be higher than they ought to be? 


Re, Well, 2 Would soy yes to Tat, ' but LT want 


Q: Theat is, your raw material goes out to be 
finished elsewhere ? 
Yes. 


On account: of the rate structure,is it not? 


co one 


Yes", 
MR. FRAWLEY: The rate relationship, this 
particulsr relationship in’ thé rate structure, yes sir. 
THE CHAIRMAN: To get back, your crude oil and 
gasoline are in the seme relation as the livestock sand 


meat. 
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MR. FRAWLEY: That is right. 

THE WITNESS: Then in addition to these two 
examples which we say affect us in Alberta or which 
have effected us in Alberta, I should say, industries 
such as leather goods and tanning, wool processing, and 
soap menufacturing, ere in most instences comparable. 

Now, the difficulty with such a thing as soap 
manufacturing in this calculation is that you have a 
number of products coming, into 10, 80 you cannot. Jay it 
out as simply as we have in the meat livestock, 

Then, that concludes the examples which we give 
in connection with the finished product raw material 
rates, and those sere the rates which, we say, rates 
of this type illustrate consumer location. 

Then taking raw material rates end finished 
product rates in snother industry, we have an example 
of ae relationship which produces producer location, 
and the illustration that we discuss very briefly is 
the situation in connection with Alberta's sugar industry, 
beet sugar industry. There looking at the rate situation 
we (ind. tnav beets move Prom the field to the factory 
on a truck competitive besis and a sample of the rates is 
given in Table 4 on Page 31. 

THE CHAIRMAN: Is that Alberta beets going to 
anc Alberte factory? 

A: Yes sir, these ere the rates which apply into 
Raymond and Picture Butte. 

Q: Both sre in Alberta in this case? 

Ae Ves’. 

Q: The raw material and the plant? 

Au. Yeousiv. because, this ie wen example of 
producer location. 
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A: Then, we cannot get competitive rates on 
beets that go up for long distances, so what we did wes 
we took 50% of the tenth class as having the taper and 
applied that, and in Table 5 we give an illustration of 
the freight costs on beets end’ beet products on’ a per ton 
basis when you have tne factory and the field located at 
different distances. 

Taking, for instance, our first example, there we 
heve a factory which we will sey is located 25 miles from . 
the source of the sugsr beets themselves. 

MR PRAWLE YY: Theat vis che second column ‘or 
Tap re 

A: Yes. So you have a factory situated 25 miles 
from where you grow the beets. And then the place at 
which the sugar is going to be consumed is 175 miles from 
that fectory or 200 miles from the field, and the question 
is --- 

THE CHAIRMAN: Are the consumption points also 
in Alberta, or does it make any difference? 

Ar It does not. make eny difference, sir, in 
regard to this exemple, 

Cee Aa rene 

Ar Having @ factory then 25 miles: from the field 
and the consumption point 175 miles from the factory or 
200 mles from the field, it would cost, to move a ton 
of beets 25 miles, it would cost $1.00. And then you 
process the beets, and from a ton of beets you get roughly 
2000 Da. c.6f Vsugcer S50. "lps. sori Macces +50 Lbs yor 
dried beet pulp, and a lot of water. The cost of moving 
the 300 lbs: of sugar from this factory to the place where 
the suger is going to be consumed, a distence of 175 miles, 
would cost $1.41. To move the 50 lbs, of molasses that 


same Aistoence would cost .23¢. And to move the 50 lbs. of 
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dnied beeu pulpawould.cese ,285¢%4 So that, in this 
instance where you have the factory 25 miles from the 
point at which the beets are grown and the consumption 
ofthe  sugervi(S mitessfurther on; the total cost of 
getting the suger to the consumer would be $2.7. 

That cost has to be contrasted with the cost 
of moving the suger beet 200 miles right to the consuming 
point and feeding them into the factory there. And the 
Cont Uniihsaestnctbancecwould $2.50. "Soluthet ‘on this short 
distance of 200 miles we find thet we would actually 
have a cost of $2.50 if we had whet we call a consumer 
location, end a cost of $2.79 if we had a producer 
location. 

We said this is an example of producer location 
and. we find. that ids,right. The closer you get over this 
distance of 200 miles, take the example at 500 miles, 
we find rehatethe mrechetive costs are $4.15 for the plant 
located in the suger field and $4.20 for the plant 
located et the consuming point. 

THE CHAIRMAN: These by-products and other 
products, are they always shipped out too? The pulp, 
for instance? 

A: MNousir. eehetuelivy iwe.might getyva more 
realistic example if we assumed that the pulp certainly 
stayed where the factory was. That is the pulp attends 
fo Ltsteunrindustsy. Wilt ten justicemole Teed.) So they 
move the cattlmot the pulp end es far as the results 
go it is the seme, it is true, that we may see the true 
picture if we just took the sugar. 

Q: You would then have, instead of $2.79, 
what would you have? 
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Lmnies ts lee ras ae inet He.50. So tliat wourd 
give us a producer location, 

Qa Ne. “lam -cabkeine or the top line. Wheat 
should it be then instead of $2.79? 

PERE DVI red Pa | 

MR. FRAWLEY: The dollar beet cost added to the 
suger icost of $1 /4T: 

Ay Wes yrthat Lercorrect! 

Qs). Making “a ‘cost of $0), 41 

COMMISSIONER INNIS: What ceases are there of 
plants located at 200, 500 , and 1000) miles from the field? 
Rre these: ell fictitious Wes 

A: Wes eur, 

Q: You have no cases in which beets actually 
do move any great distance? 

ae Norse 1° know ore nomen 

COMMISSIONER ANGUS: This takes no acouunt of the 
difference between the costat one big fad ory end a lot 
of smaller factories. I mean you assume the cost of 
processing would be the same? 

ASvyYes sin, this is just the ‘transportation cost. 

THE CHAIRMAN: As a matter of fact, what becomes 
of your row material today in this case? Is it monufactured 
in Alberta principally? 

MR. FRAWLEY: The by-products? 

THE CHAIRMAN: No, the whole thing, the sugar. 

MR. FRAWLEY: It is sold --- 

THE WITNESS: It is manufactured in Alberta. 

THE CHAIRMAN: Where is it made, though? 

MR, FRAWLEY: It is made in southern Alberts, right 
in the suger beet field, at two places, Raymond and Picture 


Butte. 
THe -CHATRMAN: Sor the beets,  taar ts. the raw 
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materiel, are processed right in Alberta in that case. 

Ma ee RAWLEN ss ~fnet! Ts nient..- Thais, tsan 
Lilustretion of the trensportation freight rate- structure 
not militeting egainst the producer location, 

Those: Dkacesyinevurel by) Dr winnie, hoses points, 
2cO0 miles. 500. ‘and’ 1000, . Mm. Harries said they ere 
fictitious. It is es though the beets were moved to, 

Sey, Calgary end then 3s suger fectory at 200, miles, say, 
Medicine Hat, and another one at Regina perhaps and 
Winnipeg for the 1000 miles. 
COMMISSIONER INNIS: I Wass thinking the reduced 
weight really from 2000 to. 400 lbs. reslly compels the 
plant to locate very close to the field. 

ME. (PRAWLEY: Thetiais wedeht,. shim, 

THE WITNESS: It would compel it providing the 
freight rates didn't act in the opposite direction. That 
is, the meat livestock we just indicated, there is a 
weight loss there, but the rates offset -- 

Q: Nothing comperable with this? 

As. Not cin percentage terms of, reduction, no, 
there ois not. 

MR. FRAWLEY: Now, will you pass on? 

Asm Well, weilcan mention at the middle of page 32, 
that there sre other industries which are affected by 
producer-location rates and more or less in this we 
may include agricultural processing plants handling 
canned vegetables and eveporated milk end so on. They 
ere probably sffected by perishability to s greater extent 
then i8 sugar, and in the general industrial field certain 
coal products, and then building brick manufacture end so 
on, ere other examples. 

Then the third illustration which we de&l with is 


the flour milling industry, where we find en instance where 
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the relationship between raw material end finished 
product rates has a completely neutral affect upon the 
Locavion ef then processing plant. 

THE CHAIRMAN: So there is no fault then to be 
found with the transportation rates in that regard? 

MR. PRAWLEY:. No sir, 

THE CHAIRMAN: Either on the pulp or the beets? 

MR. FRAWLEY: That is how we develop it in the 
brief, sir. We are giving them as examples of the three 
kinds. 

THE WITNESS: Just to take this example we have 
on Page 33 of grain which originates at Red Deer and 
moving to Vencouver for consumption as flour -- 

THE CHAIRMAN: Pardon me, you say grain moving 
from Red Deer to Vancouver for consumption as flour -- 
turned into flour where? In Vancouver? 

Ai) iy Vaneouver em in Calgary, 

Qtr dna leary? 

AS Yes. The cost of that movement from Red 
Deer to Vancouver. wit Lteiwes, 2t0.-be .mibled an Vancouver, 
would be .393¢. It is 9 domestic grain rate to Vancouver. 
However, if you wanted to stop that car off at Calgary and 
mill. and, send the .product., out -- 

Q: Supposing you milled right in Red Deer? 

A: In that case, sir, the cost would be .394¢. 
There is no transit charge in the .394¢, sir, 

COMMISSIONER INNIS: Would not that be minimized, 
the bran end shorts and so on taken out of the flour? 

A: Well, I was using -- the grain and 311 products, 
Siac. COULC Send them all cupeor a oronemtiom of then, 
The rate per hundeed pounds. on other products. on grain would 
be as indicated here, 


THE CHAIRMAN: When it leaves Red Deer whether it is 
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Plour or grain it goes “at ‘the ‘same rate? 

PS ements 

COMMISSIONER INNIS: What would be the shrinkage? 

Ae Ti cnink thievery er oa = 65 ts probably 
Hien A=) L Chink’ eyout oO" 

Os) So0e? 

De Lees 

Q: Thetis wheset? 

Be  leoe  L would noc say quite os Lowres that, 

MR. EVANS: I think there is a figure in Professor 
Locklin's book that might be helpful. I think he gives 
the figure of 200 lbs. of wheat should produce 196 lbs. 
Or flour. IT think thet works out about 27%. 

THE WITNESS: 27% shrinkage? 

MR. EVANS: Something like that. 

THE WITNESS: Well, it depends on what kind of 
flour you are ‘making. If you are making real white flour-- 

THE CHAIRMAN: The more you refine it the more you 
OSC’, 

MR. FRAWLEY: Professor Locklin seys 76, you say 
80, 

A: Yes, about 85 seems to me about the best run 
you can get out of flour. 

Well, if you take this wheet thet originated eat 
Red Deer and send it tc Celgery and process it and then 
right through, you would have 2 rete of 40-3/4¢ in totel. 
In other words, it would be 393¢ plus .O1#¢ for the stop- 
over for milling, so that the difference there is 
1i¢ between the raw material and the finished product 
combination. 

It might be better, for our purposes, to make it 
clear, to take the example No..3, where you move it from 


Red Deer for export as flour or for domestic consumption. 
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and there you could originate that grain at Red Deer and 
Stop it off at Colgary, mill the grain, and when you 
ended up with the flour et Montreal you would find the cost 
would be the same. That is, you could stop at Calgary or 
Moose Jawor even get down, stop it at Kenora, and then 
move it on, and the price would still be the same. So the 
milling “in trensit privilege =- 

THE CHAIRMAN: Well, supposing you milled the grain 
right in Red Deer, the price would still be the same? 


A: It would be less the milling in transit COSL; 


Q: The rate would be the same less the Stop-over 
charge? 

Ay Me Seeders 

COMMISSIONER INNIS: Do you meen the rate on bran 
and shorts end so on is the same ss it is on flour? 

ne Yesvsiyy “asl tnderstandk tts 

MR. PRAWLEY: The last peragraph on Page 33, will 
you just read that,’ Mr. Harries? 

A: "The milling in transit privilege is exactly 
the same for milling st 311 intermediate points on e direct 
bine of Wrensit so ini pats “dese 3 

THE CHAIRMAN: There is nothing in the freight rate 
structure then on grain which militates egainst the manufactur~ 
ingot grain In viperte? 

MRS PRAWLEY) ePhev: Le™rdichteerstin § That! 46 why we 


Say it has e neutrel effect. 
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THE CHAIRMAN: Is there something in the freight rate. 
Structure on grain which militates against the manufacturers 
of flour in Alberta? 

Mie PRAWIEY that is right sin... That’ isi why we say 
it has a neutral effect. 

COMMISSIONER INNIS: Well, has it a neutral effect? 
If the rateson bran and shorts are the same as on Pilour: 
ap Obes it would be much to the advantage of the milling 
company to get nearer the source of purchase of brarf 

A. Where there is a difference in market it cer- 
tainly would, sir. The direct effect of the milling-in-transit 
privilege has been to direct the establishment of or conduct 
Ene Operation, of mills situated ini non- wheat-producing 
areas. In the absence of lsuch a privilege Alberta points and 
ports such as Vancouver and Montreal would have more milling 
industry. 

Professor Jackman in his Economic Principles of 
Transportation obviously supports this idea when he states 
at page 595: 

"In the United States the gradual expansion of 

settlement westward and the relative decline of 

agriculture in the east caused the eastern frour 

Wes LO TaCe aSeriousseu ua tome) nel ro locat 

Supplies of wheat were dwindling and they had to 

draw their wheat from wider and wider areas as the 

wheat-producing territory pushed farther and farther 
westward. But as the production of wheat advanced 
westward newer mills were established nearer the 

Boe Se of supply; and these had an advantage over the 

pidero mi Sin one! Cag iia ey could get their 

wheat at the lowerfreight rates, while their flour 
being more valuable than the wheat could stand the 


longer distance haul to the markets of the east. 
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or a time it seemed as if the eastern mills would 

either have to go out of business or else move west 

near the sources of their raw material, for with their 

long haul on the wheat and the full local rate on the 

outward movement of flour they could not compete with 
their western competitors, which obtained their wheat at - 

a very low cost of transportation and sometimes locally 

Without, any, mail haul... To. .save the situation, so far 

as the eastern mills were concerned, the railways 

developed the system ofmilling-in-transit rates, under 

which the inbound movement of wheat and the outbound 

movement of flour were treated as practically. a 

continuous movement from the point of Origin,of the 

Crass co \Chevulvimate destination of the. flour, . By 

this means it was immaterial where the mill was located 

along the railway line, for the through rate from the 

point of origin of the wheat to the destination of the 
flour would be the same. The through rates displaced 
the combination the two locals, on the wheat inbound 
and the flour outbound." 

And then Professor Jackman goes on say that; " 

"This systemextended to Canada and was equally advantageous 

because the production of wheat and the flour milling 

industry had gone through the same evolutionary stages 

in its westward expansion as in the United States" 

THE CHAIRMAN: . Is your conclusion this, that this 
milling-in-transit principle should be extended to other materials | 
besides wheat? 

Aer NO Sir, we vbelleve that ae point at Wiich the raw 
material is produced should not be militated against so far as 
the prosessing of that product is concerned. 

Q. Then Mr. Frawley has just told that this milling-in- 


transit does not militate against Alberta? 
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AST don't want to say that I would not agree with that, 

Sir, but it gives us an even break with veryone along the line 
GOmial our own flour. 

Q. That means you are not in any worst position thm 
anybody else along the line? 

Dae Tie ts Wea Shey Saas 

Q. Then I say if you applied it to other products, other 
raw materials, what would be the result? 

A. The result would be, I guess, that we could have 
the same advantage as anyone else long the line. 

Q@. You would not have such an advantage if your 
product travelled longer nor would you at the . rate if it is 
at some intervening point as before it was processed? 

A. Well, we would have just as much advantage as we 
want to-day. 

Q. You would be in the same position as you are with 
wheat? 

A. Yes sir, but we do not advocate the application of 
that idea of in-transit privilege because, for one thing, we 
do not think that in all cases it would be an admirable 
arrangement to have the railways move a finished product at 
the same rate as the raw material? 

Q. You do not think it would be fair to the railways? 

A. We think with the transportation system which is 

Service 

based on this value of principle that there is a certain validity 
to it. We are not going to say it is the only principle but we 
think it is reasonable if you only take care how you apply it. 

Q. But you-see you have given us this instance with 
wheat and flour milling-in-transit and so on. What do you want 
tO apply them to? You say it is very satisfactory as far as 
yOu are concerned? 


A. Yes siy. 


Q. In regard to the manufacture of flour and the production 
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of wheat but what do you want to veg namae TOe YOUN 22 Veo 
to us as an instance of something that might be done in that 
line? 

A. NOL Chink west 2over 1 > as an instance: ofa 
rate which has no effect on location of industry and we do it 
inithe sameway as’ we are presenting the example’ in connection 
with sugar beets. We do not want any re-adjustment in the 
sugar-beet industry of th rates at all; it is only an example 
to show what we mean by producer location. 

Qe Can you apply this at ‘ali to:your ‘Livestock indus-~ 
try shipments? 

Any? We Canwrapplyn it, s.r, DULoL do nce thinkthab’ we 
would ask to have it applied because of thefact that in our 
opinion the intermediate point anywhere along the line should 
not be faced with the same transportation problems as either 
the consuming point or the producer point. 

Qi Well, what I meant was that so far all I have 
gotten out of this is that this milling-in-transit of wheat 
and flour and so on is that it produced a satisfactory result 
With Alberta. !Whatthas it got to do with your other raw 
materials? 

MR. FRAWLEY: My lord, it points up what we stated in 
the first instance. We have endeavoured to expose the whole 
situation completely and we have given you an instance of the 
feature in freight rate structure which militates against pro- 
ducer location and then we have given you an example that assists 
4n the producer location. It does not at least militate against 
producer location - the suger beet industry, and then we have 
given you the milling-in-transit asa neutral instance. 

.THE CHAIRMAN: What do you want done on that basis? 

MR. FRAWLEY: Nothing with respect to milling-in-transit, 


fe fag ae 


THE CHAIRMAN: You don't want to have it applied to any 
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other product? 

MR PHAWGA Ys) NOS J.C. chs. nou, here: aa\.a .complaing. at..abl, 
Sayers ie) Mere, To, Doin up. phe instances where we do think we 
have a grievance and the limit of that is the meat and live- 
stock relationship. 

COMMISSIONER INNIS: How much of a milling industry 
have you in Alberta? 

THE WITNESS: I cannot tell you offhand. We have some 
good mills there. 

MR. FRAWLEY: Let me ask you this question, Mr. Harries. 
The milling-in-transit privilege certainly gives us no advantage 
for the processing of our own wheat over Kenora, Ontario? 

A. No, if there was not a milling-in-transit privilege, 
there would not be a mill in Kenora. There is no doubt about 
that. I think there is every reason to suppose that if there 
was no milling-in-transit privilege there would be more flour 
mitis liwAd bertea:. 

THE CHAIRMAN: What you have in mind is a stop-over 
privy llege? 

A.o Yes Sirs 

COMMISSIONER ANGUS: Now the suggestion of Professor 
Jackman in the illustration that you cited just now is that 
this system was introduced to protect the vested interests of 

established flour mills in the east and to prevent the more 
varie, conpeti ter in the west from putting them out of business? 

A. Yes, it is protecting eastern industry against an 

industry which might have been flourishing to a much greater 
extent than it is now in Alberta, in Saskatchewan or in 
Manitoba. 
Q@. But you are being generous in saying: "Here is 
something which perhaps is not quite right but it conforms 


so much to our system of agricultre that we will accept Lier 
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A. We are not coming to the Commission ta say "We 
want help in this regard or that regard" but we are simply 
saying "Give us an even break with the rest of the people and 
we will take our Chances on the freight rates". That is 
exactly what we are trying to get across in this brief. 

MR. FRAWLEY: I would liketo cl@ar up any doubt in 
your mind, my lord, as to why we introduced the milling-in- 
transit privilege. Perhaps it is now clear from what Mr. 
Harries says. 

THE CHAIRMAN: Well, is this notthe case, that both 
flour and wheat move at the same rate? 

MR. FRAWLEY: That is as I understand it, sir. 

THE CHAIRMAN: Whereas in the case of your other 
natural products, the raw material and the finished product 
do not move at the same rates? 

MR. FRAWLEY: That is also true. 

THE CHAIRMAN: The only difference with wheat is that 
if wheat moves to a certain point and then is-taken off and 
made into ‘fiour; the” flour continues as‘‘if"it had been still 
wheat all the time at the through rate? 

MR. FR WLEY: That is right. 

THE CHAIRMAN: Now, do you see any general principle 
behind that? 

THE WETNESS: “Well, my Lord; it is one'ort the techniques 
for moving raw materials. 

Q. I know it is but it is a technique that yon. do not 
want to apply to any other product so far as I can ascertain? 

A. At .the moment we are not here to ask the Commission 
to apply it to anything ofthe sort. I think that in the words 
OF Professor Angus we are bringing it here to show, as we gay, that 
at is | somewhat anomalous but it does conform to our idea of 


@2 somewhat neutral form of transportation. 
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Q. You would not want your livestock to be shipped 
as far west as Kenora and taken off and turned into meat and 
then continued to be shipped on further as if it was 
livestock? 

ie Pele WOwLe, NO chink SO. Si 5. 10%. 

Osi cela Lente TNS, 

MR. FRAWLEY; At this point, my lord,. we pass from 
the discussion of relationships between raw materials and 
finished product and we discuss some other situations in the 
freight rate structure whichmilitate against industrial location 
in our Province. 

THE WITNESS eon Thisiis. part Bo whieh we, first, mentioned on 
page 20 where we said we made distinctly two broad divisions 
of the subject matter - A which we have just dealt with and now 
comes B. 

THE CHAIRMAN: That is on page 34? 

MR. FRAWLEY: Yes sir, at the bottom. Now will you 
begin to read there at the bottom of page 34, Mr. Harries? 

A. "Aside from the rate relations which exist between 

raw materials and finished product, industrial location 

may be influenced by the relative rates between and 
within competing territories. Relatively high rates 

in one area, although they may act as a trade barrier 

protecting the local market, generally have the effect 

of increasing the transportation bill for industry and 
commerce located in that area, and of limiting the 
market for locally produced commodities. 

For the most part the locational aspect of market 
rates is a derived one, and stems from the general 
principles utilized in formulating the freight rate 
structure. If those principles involved iscrimination 

between certain localities and areas these will be 

at a disadvantage as far as industrial location is 


concerned". 
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Q. Now Mr. Harries, how many of these things are you 
going to discuss? t 

A. -There are seven of them that we discuss here. 

The first one is the long-and-short-haul discrimination. 

THE CHAIRMAN: Will you please tell me to begin with 
what is the meaning of "the locational aspect of market 
rates is a derived one"? Do you mean it is derived from the 
general principles? 

Aw (Yes (sir, 10 16 SOru of anv vend product trom the 
principles which you used in formulating the general structure. 
Itdoes not sort of stand on its own feet but it flows as 
a result of the considerations you have in mind when you 
establish a freight rate structure itself. It is almost 
ineigental ta, 1 would say. 

COMMISSIONER INNIS: This is brought out in the seven 
cases? 

A. Yes sir. The seven caseswe deal withare. the 
long-and-short-haul discrimination, the Interline Rates, 
Distributing Rates, Agreed Charges, the Stop-off Privilege 
Rate groups and Developmental Rates. 

MR. FRAWLEY: Now. will you proceed then to - I think 
you might read in the record then (they are all fairly briefly 
dealt with) if you will just read into the record the description. 

A. "Long-and-short-haul discrimination has very 

decided implications for industrial development. The 

position of the vegetable canning industry of Southern 

Alberta is one example we may cite. This industry is 

unable to get the benefit of its proximity to the west 

coast market because vegetables grown and canned two 
thousand miles furth est have been able to move into 
that market at a lower rate. The evidence of the Alberta 

Canning Company of Magrath in the Thirty Percent. Case 


4s interesting in this regard. Mr. Eddington, President 
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of that company, stated in his brief to the Board: 
'We further object to the present rate of 96 
cents per 100 pounds for Toronto shippers to 
Ship canned goods into Vancouver, in comparison 
Wibh/ Our Pateronr ol IG. nt 
Q. Where was Mr. Eddington located? 
A. He was at Magrath. 
Q. And where is Magrath? 
A. It is about 23 miles south of Lethbridge. So 
he paid $1.16 to get his produce from just below Lethbridge 
into Vancouver and the same goods were coming for 96 cents 


ali the way from Toronto, He says: " 


" 'It is our further claim that geographically 
Vancouver should be one of our markets, and should 
be considered the same as in the U.S. where our 
freight rates take care of us from Utah to our 
PEC IoLOulOasG  suen yur, 

THE CHAIRMAN: By the way, has this the effect of a 
competitive rate? 

MR. FRAWLEY: That is the Transcontinental Rate 
from Toronto to Vancouver as against the rates from Magrath. 

THE CHAIRMAN: Is this Transontinental Rate a competitive 
rate? 

MR PRAWURYs= (1G iS so calied. ‘air, 

THE CHAIRMAN: That is the justification advanced for 
it? 

MR. PRAWLEY: That is right, sir. 

MR. BRAZIER: I think, Mr. Chairman, Mr. Frawley 
might put on the record what the present rates are. This 
brief was prepared several years ago and the rates have 
naturally changed. 


rates 
THE CHAIRMAN: If the present-day are here and 


available we may as well have them. 
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THE WITNESS: The present-day rate will be shown in 
OUD prier. We are Quovuing Mr. Eddington here and it is 
impossible for us to change his evidence. 

THE CHAIRMAN: What are the present-day rates, Mr. 
Brazier? 

MR. O"DONNELL: $1.40 

MR. BRAZIER: I believe the rate from Toronto to 
Vancouver is now $1.40. I have no idea what the other rate 
is. 

MR. FRAWLEY: Well, without knowing what the other 
Tate As, 10 is useless. | That is my only point. That can 
be supplied, sir and we are going into this thing in much 
more detail in our long-and-short-haul brief.. We were only 
pointing out where the long-and-short-haul militates against 
the development of that industry in Southern Alberta. 

THE CHAIRMAN: I only wanted to make sure that the 
only answer was that of competition. It is a competive 
rate? 

MR. FRAWLEY: It is a so-called competitive rate. 

MR. O'DONNELL: It is a competitive rate. 

THE WITNESS: Mr. Eddington had only come up from 
Utah where he owned four or five factories and established 
this plant in Magrath and he found out after he got there 
that he had this situation, and he availed himself of the 
opportunity in the Thirty Percent. Case to go up and 
discuss it with the Board and that is why he says that 
", . our freight rates take care of us from Utah +t© our 
Pacific Coast..". He was comparing his Magrath plant with 
these other plants he owned there. 

THE CHAIRMAN: He took this case to the Board? 

A. He mentioned this when the BOard were on their 
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Q. Did the Board mention it or do anything about it? 

A. I am sure they did not do anything about it. They 
may have mentioned it. 

MR. FRAWLEY: They certainly did not-do anything about 
it but they may have mentioned it in some part of their 
Judgment. 

THE CHAIRMAN: I thought perhaps you had the allowance? 

MR. FRAWLEY: Oh no, they increased; they authorized an 
increase of 21 percent in Mr. Eddington's R.te and as to 
what they said about the Transcontinental Rates which are 
so-called competitive rates and are in the discretion of 
the railways, that is another matter but Che Pact ti ay of © 
course, as Mr. Brazier points out, that 96 cents is now $1.40 
- 96 cents to Vancouver has now become $1.40 and what Mr. 
Eddington's $1.16 becomes, that is fairly easily ascertained; 
it is $1.16 plus 21 percent plus 8 Percent .7 UU Nas ped iw) 
increases since then. 

THE WITNESS: The mountain differential came off there 
which lowered that. 

MR. FRAWLEY: Yes, so we would have to look that up, Walt 
you go on to the second subject you are going to discuss? 

A. (1 think DT would like to say - 

THE CHAIRMAN: On this long-and-short-haul discrimination, 
have you any other instance apart from this one of so-called, 
as you put it, Transcontinental competitive rates? 

MR. FRAWLEY: Oh yes, we have a very large and complete 
brief on the long-and-short-haul which will be presented 
later in the week. 

THE CHAIRMAN: I see you mention it here in the first brief. 

‘MR. FRAWLEY: But this is just to bring together those 
Series of things in the structure which we say militate 


against the establishment of industry. 
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THE CHAIRMAN: This is a compendium of your brief? 

MR. FRAWLEY: I would not like to say. This, As: just 
one paragraph and I think there are 150 pages in the long- 
and-short-haul brief. Do you want to say. something more, 
Mr. Harries? 

THE WITNESS: I thought I would read this. last 
sentence; 

"The vegetable canning industry in Southern Alberta 

1s appreciably smaller than it might be because of 

long-and-short-haul discrimination. The manner in 

which Interline Rates are constructed also has an 

effect upon industrial location. A new salt plant 

at Lindbergh, Alberta, a Canadian National point . ." 


Lindbergh is east of Edmonton and north-east of Calgary on 


the Canadian National Railways. 


(Page 10740 follows) 
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is assessed an arbitrary. . ." 


THE CHAIRMAN: You call it "a surcharge"? 
A. I think the more technical term is "arbitrary". 
ease Of O¢ *per hundred pounds on) 211! traffic 
which moves to Cenadian Pacific points. The effect 
of this addition to the through rate is to 
seriously qualify the competitive position of 
this plant vis a vis plants at Waterways, Alberta, 
Unity, Saskatchewan, Neepawa, Manitoba, and 
Windsor, Ontario, all of which receive the through 
single factor rate because of location on both 


lines or at least proximity to both lines." 


MR. FRAWLEY: You speak about a salt plant at 
Waterways, Alberta. On what railway is that? 

A, On the Northern Alberta Railway. 

Q. Because the Northern Alberta Railway is owned 
jointly by the Canadian National Railway and the Canadian 
Pacific Railway the single factor rate is made as though 
it was over the Canadian National Railway or the Canadian 
Pacific Railway? 

fog Yes 

"As a result of transportation costs which hamper 

the competitive position of the Lindbergh plant 

a program of expansion which would be of material 

assistance to industrial diversification in 

Alberta is being hindered.’ 

THE CHAIRMAN: I suppose we will hear more about 
the interline rate question? 

MR. FRAWLEY: Yes, my lord, we have a separate 
brief on that. 

THE WITNESS: 

"The existence of distributing rates from 


certain places and the lack of those rates from 
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Others also has an effect upon industrial 

location. "The position of a plant at Gap, 

Alberta, which manufactures mineral insulation 

is of interest in this regard. fnisspisant is 

in competition with one at Moose Jew and others 

in Eastern Canada in supplying insulation to the 

prairie market yet the Gap plant pays at least 

15% more than its competitors on each pound of 

freight it ships.” 

MR. FRAWLEY: Q. Where is Gap? 

A. Just west of Calgary, about 53 miles; pretty 
close to Exshaw. 

Q. On the main line of the Canadian Pacific 
Railway? 

A, ft tsivery close to the: mainyuline: 

"Thus if the Gap plant wishes to get into Medicine 

Hat, a point 238 miles east it pays a rate of 62¢. 

The Moose Jaw plant which is 258 miles east of 

Medicine Hat can get into that market on a 57¢ 

rate. The fact that the Gap plant is now under 

bondholder operation is not unrelated to this 

freight rate discrimination which worsens its 

competitive position." 
To make it clear the Moose Jaw plant comes into 
Medicine Hat on a distributing rate and the Gap plant 
has no distributing rate and this Gap plant pays 15 per 
cent more. 

@. Is there any other matter you want to discuss? 

A. "The problem of market rates and industrial 

location may also be related to the use of Agreed 

Charges. These Agreed Charges are a development 

of the Transport Act of 1938 and subsequent amend- 


ments. An Agreed Charge is a contract rate given 
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by a railroad, or railroads, after an agreement 
which is subject to approval by the Board of 
Transport Commissioners has been made with a 
Shipper who guarantees all, or a specified part, 
of his business to the railway granting him the 
rate. In return for a volume commi tment the 
shipper is given a special rate for a stated or 


unlimited period of time. The agreement may be 


terminated by either party upon notice. 

The purpose of Agreed Charges is to enable the 
railroads to more effectively meet the competition 
of water and truck carriers." 

Q. You refer the Commission there to the debates 
in the House of Commons in the 1938 Hensard? 

A. Yes,"the McColl-Frontenac case which we 
mention in Part III of this submission provides a good 
example of the implications of Agreed Charges for 
industrial location. In addition there are certain 
more general matters which must be considered." 

"The position of the small shipper is made 
difficult by Agreed Charges. The Transport Act 
provides that if it be proved that a contract 
unjustly discriminates against a competing shipper 
that shipper may ask for similar treatment. The 
complaining shipper must show that 'substantially 
similar circumstances and conditions! prevail. 
This is a most difficult requirement and indeed 
having in mind that two plants in an industry 
seldom have similar conditions as to their 
marketing requirements it is very likely to be an 


impossible one. One example which illustrates 
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Uns Mey spe ft olnd un CtNan +. ono O.P Re wt Lion 
Oils Ltd. (1939) 50 C.R.C. 166 where counsel for 
the Lion Otls stated: 

'that that company could not become a party to 

the Agreed Charge as it could not undertake 

bo MOvVerOll hes: trariic by "raids as the of) 

companies, parties to the agreement had under- 

taken to do, because it has not tank stations 
established at the various points on the 
railways.' 

Having in mind the differences in market 
requirements it may also be shown that a small 
plant would be unable to take advantage of the 
Agreed Charge granted a large competitor. This 
would happen in any instance where the relative 
proportions of long-haul traffic and short= 
haul traffic differ significantly between the 
two plants." 

There is another thing which we would like to mention 
in this regard, and that is the "higgling" that goes 

on in connection with agreed charges and we submit that 
something should be considered when stheir propriety 

is under examination. We would like to mention here 
the case of the Central Alberta Dairy Pool, which had 
an agreed charge from Alix, Alberta, and this agreed 
charge was signed, I think, in 1941 with the Canadian 
Pacific Railway and it covered the movement of butter 


from this plant. It was signed) so I understand, 


because of the threat of truck competition. After 
negotiation, the rate from Alix to Vancouver which was the 
key rate in this business, was established at $1.45. 

This represented an 8 cent differential over the Celgary 


rate. In anticipation of a continuance of this 
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agreement, the C.A.D.P. put a spur into their plant. 
This agreement followed through until the 21 per cent 
increase of April 8th, 1948, at which time the Calgary 
rate became $1.66 and the Alix agreed charge $1.75. 
With the removal of the Mountain differential the 
Calgary rate was reduced to $1.52. The railways refused 
to make an adjustment of the Alix rate to $1.52 plus 

8 cents equals $1.60, and consequently the agreed 
charge became non-operative. It was non-operative 
because the mileage rate from Alix to Vancouver with 
the Mountain differential off was only $1.71. The 
railways maintained that they were not under any come- 
pulsion to bring the Alix agreed charge rate into line 
with the new Calgary charge and, further, they felt 
there was no longer potential truck competition. It 
is-oftinteréest)thatuwthe) Canadian Pacific Transport 
Company had bought out Dench after 1941 and it was 
Dench who was going to provide the competition in the 
hauling of this butter out of Alix. With the 8 per 
cent increase, the Celgary rate became $1.64 and the 
Alix agreed charge rate $1.75, so that is what they 
are using at the moment. 

MR. EVANS: Mr. Frawley, have you some 
correspondence on this statement of fact upon which 
you are relying? . 

MR. FRAWLEYs4, Nos-ifsyouwput it. to us we would 
have to bring Mr. Johnson and Mr. Dench here from 
Alberta. 

THE CHAIRMAN: Here is someone who has an 
agreed charge with the C.P.R. and he feels he has not 
been treated justly. How does it constitute a charge 
against agreed charges that were allowed under the 


Transport Act? 
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MR. FRAWLEY: @Q. Why do you mention the 
difficulty between the C.P.R. and the Central Alberta 
Dairy eroolray this. “porn? 

A. We thought that was another thing that should 
be kept in mind when agreed charges were being 
considered as to the higgling that goes on between 
shippers and the railways. 

THE CHAIRMAN: Q. You mean "bargaining"? 

Aly “Hesk 

Q. How else can you get agreed charges? 

A. We feel that with the case of the Central 
Alberta Dairy Pool that they had made an agreement and 
they found that they were left high and dry with no 
agreed charge and without the means of competition 
immediately at their disposal, and we thought that 
that kind of thing should not go on. 

Q. Would not this particular thing have been 
better if they had not gone into this agreed charge 
rate? 

A, I couldn't tell you. 

Q@. So far as that) case is concerned, the agreed 
charge has been attacked because they say 120) Shee 
to other shippers because it favours the person that 
enters into this agreement? 

A, I do not feel that because the Central Alberta 


Dairy Pool had an agreed charge Sd hs og 
THE CHALRMAN: You cannot enter into an 


agreed charge contract between the railway and the 
shipper. 

MR. FRAWLEY: I agree with you. We thought 
we would bring up this by way of indicating the some- 


what unsatisfactory situation that resulted between 


this dairy and the Canadian Pacific Railway. 
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MR. O'DONNELL: They were afraid to go to the 
Board. 
A. They sat there for three and a half months. 
THE CHAIRMAN: Q. You are opposing this 
agreed charge? 

Be. (Yes 

Q@. On what general ground? So far you have only 
said it is liable to produce a difference of opinion 
between the railway and the shipper himself. It is 
unfair to the other shippers? 

A. Yes, we say that the position of the small 
Shipper is made difficult and similar conditions had 
not, in fact, existed. There is another thing that we 
would also like to mention, and that is, in our opinion, 
the revision that took place in the Railway Act in 1903, 
when the Board was appointed or the essential revision 
to protect the shippers, particularly the small shipper. 
Then we would like on the agreed charge a return to the 
condition that prevailed before 1903 with regard to the 


small shipper. In our opinion, that in itself is con« 


a consideration which should bear some weight in cone 
Sidering the propriety of these charges. We also ZO 
on and say, and I am reading from the brief now: 
"A more fundamental disability pertaining to 
Agreed Charges is the fact that they interfere with 
legitimate competition from other carriers. In 
our submission the only effect of legislation of 
this kind, which hampers free competitive influence 
within the transportation field is to increase the 
overall cost of transport service to the users. 
As we will point out in our submission dealing with 


truck transportation the problem of regulating those 
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segments of an industry which are essentially 
monopolistic is to make certain that all factors 
are not equated at the monopolistic level." 
That covers our submission in connection with agreed 
charges. On page 38 we mention the stop-off 
privilege, which we think,has a certain implication 
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MR. FRAWLEY: I think you should perhaps exploin--- 

THE CHAIRMAN: I beg your pardon? 

MR. FRAWLEY: I was going to ask the witness 
to define that expression, 

THE WITNESS: Well, the stop-off privilege is 
like the in transit privilege, You can stop a car 
for loeding, to completion of load and things of /that 
descripeionynandiithhassbeen recognized by the Board 
end we give in e footnote reference to some of the 
Judgments, that the stov-off privilege is the pre- 
rogative of the railweys to give. 

THE CHAIRMAN: And you say that privilege should 
be taken from them, do you? | 

Ae Yes si, We sey thet the Board of Transport 
Commissioners should be the people concerned with that 
privilege,._ 

Q@: And you explain thet in another brier, “vs 
thet so? 

Aisyt, Nog Cindi: Pe te 

MR. FRAWLEY: No, we say no more ebout it than 
this. 

THE WITNESS: This is ell we say about it. 

THE CHAIRMAN: I for one am not familiar enough 
WLU 20 

MR. FRAWLEY: I think that is why you had better 
explain, Mr. Herries, just how this stop-off privilege 
operates and the manner in which it is the prerogative 
of the Seance just taking one kind of stop-off 
privilege end elaborating on thet. 

A: Well, take the cese of Mr. Eddington, who 
we mentioned previously. He had a plant situated at 
Megreath BG he had another one situsted at Brooks. 


Q:. Both: in Alberts? 
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A: Yes. And say he would have some corn 
probably at Magrath -- 

THE CHAIRMAN: Some what? 

As -Corm, pert carioed,. And he would want to 
move that East, but he would want to complete his car 
by stopping it off perhaps say for some peas. Well, 

I) forget the cherges in connection with thet, But st 

any ratesI know he had some difficulty about it end he 
felt thet he should be able to go to the Board, And if 

L remember.correctly in that instance he had to deal with 
the reilways, it was their privilege to grant or not to 
grant this privilege, the stop-off privilege, and it 

is our contention generally -- 

Q: Are you in favour cf or ere you against 
Stop-off privileges? 

AS We-ere ins favour of them, sir, out we think 
the administration of it should be the job of the Board 
to grant or to take away the stop-off privileges, and 
that is not the case as we understand it today. 

Q: Then do you mean to say that the Board in 
every case where a stop-off srrangement is thought to be 
desirable by 3 shipper should authorize it to be done, is 
that what you mean? 

A: No, only they would hear from both sides. 

If the shipper wanted it and the railway didn't went it, 
then certainly the railway should have the opportunity -- 

Q: You sey in each case then the Board should 
decide whether the railway should give this stop-off 
privilege? 

As Yes) Orin certain instences, 16, 1t 1s applied 
to a particular industry, it would only take probably one 
case to establish thet that is scceptable. 


Q@: I suppose that is something that is always 
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seked Torapy a shipper. 

Ate  Chinkesoy yes, 

Q: It is not something that the Company holds 
out to the shippers is Dre 


Der Woe chen Vee Latin sors Ustit 


Q: It is not like sgreed charges, or is it? 

Aa Wer oO LY omit know, 

Qi: Youvdont!u sey much about-1 ti here, 

A: I don't know whether the Company holds out --- 

Q: You say the Board should have jurisdiction 
over --- 

Dan Chora eo Wee br aie 

Q@: Would you have the Board in every case, 
Supposing 3 shipper, suchas the gentleman you mention, 


LS shipping cars: partially loaded, he wants: the rien 

to stop that car some plece and complete the loading, and 
the railway does not went to concede to that. Would you 
go to the Board, according to you, in each case to have 
the Board say "ygu must stop this shipper's cars at 

this certain point”, would you want that? 

MR. FRAWLEY: What we say is there should be what 
you might call a right of appeal against the railways right 
to refuse the privilege, 

THE CHAIRMAN: That is the point, you would have 
GO 20 to ‘the Boerd, in each case. 

MR. FRAWLEY: In each case of dispute, That would 
be only a smell fraction, of the instances, 

THE CHAIRMAN: If there was no dispute, there 
would be no case, 

MR. FRAWLEY: That is right, but the shipper would 
Neve thet. rbeht. i6i1, 

THE CHAIRMAN: Thet is what you are after? 


MR. FRAWLEY: Yes. 
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THE CHAIRMAN: From the point of view of other 
shippers ‘there is no“objection? 

MR. FRAWLEY: The complaint es egainst other 
shippers? 

THE CHAIRMAN: As against the stop-off right? 
You see, in these other cases, like egreed charges, they 
militate agseinst the other shippers. 

MR. FRAWLEY: Yes, I see what you mean, 

THE CHAIRMAN: Does this stop-off privilege 
militate agesinst other shippers? 

MR. FRAWLEY: Then my answer to thet would be this, 
if it does, that every person who wanted to JOLD Liewi cn 
the railways on the right to stop off, would have the 
right to be heard by the Board, and then the Bosrd would 
determine the equities. 

MR. O'DONNEDL: He has thet right now, 

THE WITNESS: He has that right, we say. 

THE CHAIRMAN: Then you would say no stop-offs 
should be given at all unless there is 2 hearing end the 
Boerd gives en opportunity to those who may be opposed 
to this particular stop-off being granted, being heard and 
so on. 

MR. FRAWLEY: Do you go that far, Mr. Harries? 

A: No, we don't think there should be a hearing 
in connection with the stop-off privilege unless someone 
seys "I would like 9 stop-off privilege here, or some 
kind of in transit privilege" and the railways say "No, 
you cannot heve it". Then we think he should be able to 
go to the Board and discuss the proposition with them 
in front. of the railways, 

THE CHAIRMAN: Then, wheat about other people who 
might consider they are injured by this particular 


arrangement in the stop-off privilege? 
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As: Well, they have that privilege today of 
complaining to the Board. 

Q: Against the stop-off? 

Pye Yesi.ve  Lodeay «Lne positiLon is: the. Bosrd is 
only interested in it when it creates unjust discrimina- 
tion. And we say we should go further, and the Board 
Should have the power to put in an in transit privilege 
or stop-off privilege, as the case may be, if the 
shipper can make out 8 case. That is, just not leave it 
up to the railweys. 

Q: If eny particuler shipper wants it and the 
Board thinks he should get it? 

YSIS Devo y tobi ta ail 

Q: Even if the railway says no? 

MR. FRAWLEY: The last word should be with the 
Hoard, Theat «ts rience. 

THE CHAIRMAN: All right. We will edjourn until 
tomorrow morning. 


---The Commission adjourned at 4:45 p.m. to resume on 
Wednesday, November 30th, 1949, at 10:30 a.m. 
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OTTAWA, ONTARIO 
WEDNESDAY, NOVEMBER 30,1949 


MOOR N STON G Se SS TOuN 


MR. HU HARRIES - Recalled. 

EXAMINATION BY MR. FRAWLEY CONTINUED: 

MR. FRAWLEY: Mr. Harries, when we adjourned last 
night you were at page 38 of your brief, and you were 
just beginning to discuss rate groups, which was the 
sixth of the matters other than the rate relationships 
between raw materials and finished products that you 
were calling to the attention of the Commission as 
being things which militated against the development 
of secondary industry in Alberta? 

A. Yes. 

Q. Will you continue now with what you want to 
say about rate groups, or the absence of them in Al- 
berta? 

hy Xess Rate groups have a bearing upon indus- 
trial location. 

Q. Would you perhaps right now, define a rate 
group for the Commission, so it will be clear what 
we are speaking of? 

A. When you have a rate group, you grant the 
same rate from several different points of PA al 
to a market. That is, you may have a market, for 
example, which is 500 miles away from the general 
area of production. Within that area of produetion 
you may have three or four plants, producing a parti- 
cular commodity, and there would be, let us suppose, 

a distance of 25 miles, or even 50 miles, between 
the factory which is located closest to the point of 
consumption, and the factory which is located furthest 


from the point of consumption. Ordinarily, using the 
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distance table you would find that the factory which 
is furthest from the consuming euades would pay a 
higher rate than the factory which is nearest. If you 
establish a rate group you would grant the same rate 
to that market from the farthest plant and the nearest 
plant. 

THE CHAIRMAN: A sort of pooling, is it? 

MR. FRAWLEY: Yes, something of that sort. 

Q. What is the outstanding example of the rate 
grouping in Canada, as far as Alberta is coneerned? 

A. Well, the large groups which you have in 
central Canada, groups A and B, in which you have in 
many instances the same rate applying from say, Sarnia 
and Montreal, on a shipment to a point such as Edmon- 
ton. 

Q. As I understand, the groups A and B run, just 
describing them very roughly, in a sort of triangle 
from Windsor and Menbrest to Sudbury? 

A. Yes, that is my understanding of it. 

Q. And from all stations in that area known as 
groups A and B the same rate applies on shipments to 
Alberta, in any event? 

fe., Invmost dmstances.4 yes. 

Q. Yes. All right, now then would you proceed 
to what you say about, as I say, rate groups or the 
absence of them in the Province of Alberta? 

A. In the absence of production area rate 
groups, there is a tendency to concentrate industrial 
activity at one point. In our opinion, this is not 
desirable, more particularly in connection with agri- 
cultural processing plants. Lf sone. Local con anwe 
general vegetable producing area, for instance, can 


obtain a lower rate than other locations slightly 
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further away from the common market but in the same 
general producing area, an unwarranted advantage is 
conferred upon that location. We submit that the 
principle of grouping freight rates from the same 
production area to common market points should be 
a recognized feature of the freight rate structure. 

Q@. Now, will you give me an example of the 
absence of a rate group in Alberta? 

A. Well, one example which we have is in 
connection with a vegetable processing industry in 
southern Alberta. In that regard we have a plant 
situated in Lethbridge, there is another plant in Taber 
and there is a third plant in Magrath. 

Q. Now, will you give the Commission the 
relative distances apart in those three cases? 

A. From Lethbridge the Taber plant would be 
a matter of some 45 miles. 

Q. East? 

A. Hast. And the Magrath plant would be 
somewhere in the neighbourhood of 25 miles south. 
Those plants are what -- 

THE CHAIRMAN: What about Taber? 

MR. FRAWLEY: Taber is the point about 40 miles 
east of Lethbridge, my lord, and Magrath about 25 miles 
south of Lethbridge. 

THE WITNESS: , Yes. 

MR. FRAWLEY: Q. Those are the three principal 


producing points of canned vegetables in southern 


Alberta? 
Aw, Yes. 
QO... ppaere? 


A. And those plants are all situated in the 


irrigation district which centres about Lethbridge. 
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When you look at the rates which apply on canned goods 
from Lethbridge and Taber and Magrath’ to a point such as 
Edmonton, you find that in particular the Magrath plant 
pays more, and that is because the rates are set up, 

are graded for distance. We believe that in order to 
diversify the canning plants in that area that it is 

a sound principle to permit points such as Taber and 
Magrath and Lethbridge to have the same rate to a 

point such as Edmonton, which would be in the neighbour- 
hood of 3215 miles from Lethbridge. 

We do not say that the Magrath plant should have 
the same rate as the Lethbridge plant, because it may 
be, in making that rate group, that you would increase 
the Lethbridge rate slightly and reduce the Magrath 
rate slightly. It may be an average rate that would 
apply. But the effect of putting in that kind of a 
group would in our submission do away with the penalty 
which now accrues to a location at Magrath. 

Now, it may be quite correct to say that when the 
people located at Magrath they were well aware of this 
situation. Whether that is a fact or not does not 
matter for our argument, because we say that we should 
encourage the diversification of these vegetable crops 
in southern Alberta. We don't want all the vegetable 
production taking place in the land around Lethbridge 
because it limits the diversification you can get in 
the more outlying districts, such as those centred about 
Magrath. 

Then there is another example which was also 
brought to the attention of this Commission, and that 
concerms the rates which are paid by the shippers of 
putter from Alberta to Eastern Canada. You have butter 


production points at Calgary and Red Deer and Edmonton 
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and Alix, to name the most important ones. When they 
ship to Eastern Canada they pay in most instances dif- 
ferent rates. We suggest that on a shipment which 
travels some 2,000 miles that those rates should be 
the same. 
Q@, Let. me interrupt yow, and for the record 
I would like to say that that was discussed by Mr. 
EllisJohnstoneof the Central Alberta Dairy Pool at 
Calgary, and his evidence on this point will be found 
at pages 1613 and 1614 of the record. 
THE CHAIRMAN: Who establishes these rate groups 
in Eastern Canada? Is that the railways themselves? 
MR. FRAWLEY: Who established the rate groups 
in Eastern Canada? What would you say about that? 
MR. EVANS: Some of them have been established 
by the railways and some by the Board. And, of course, 
that is what we say should be the case, if you have a 


@ase of this. kind 1¢ should.go,to the Board: 
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THE CHAIRMAN: If you have s case of that kind 
the Boerd should do the establishing? 

MR. EVANS: With due déference, I am suggesting 
that this kind of a complaint is eminently e matter 
forvuher Board to dealswith. 

MR. FRAWLEY: I do not agree with thet at all. 

I say it is an existing situetion the same as the whole 
erea Irom Sudbury to Montréal and Toronte,es the area 
in Alberta from McGrath, Lethbridge and Edmonton. 

THE CHAIRMAN: I esked this question; who este- 
blishes these rate groups, and Mr. Evans says, "Some- 
times the Board end sometimes the railway." 

MR. FRAWLEY: Theat is true, my lord, and my 
friend says if you want a rate group in southern Alberta, 
go to the Board. 

THE CHAIRMAN: What do you suggest? You recommend 
thet the Board should teke into consideration any fixed 
rates thet is a consideration of grouping? 


MR. FRAWLEY: We have brought these matters to- 


gether on one or two pages at the beck of the Brief, but 
we do say that if this Commission ssid that it was of 
the opinion that whet was fair for eastern Cansda would 
be fair to southern Alberta, something would be done 
ebout thet. 

MR, EVANS: My point, sir, is that it.is impossible 
to expect your Commission to make 2 recommendation that 
the Board should establish rate groups until it knows 
all the facts upon which these rate groups are esta- 
blished. How can that come out of the mouth of the witness, 
who is not @ practical transportation man? I do not know 


how. 
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MR. FRAWLEY: If Mr. Harries was not there, and 
I, simply es counsel, wes calling this situation to the 
attention of the Commission, there is nothing profound 
ebout it. What is there profound about the fact that 
Magrath must psy two cents more to get into Edmonton. 

We call attention to this whole zone in eastern Canada. 
Laem turying, vo bulla up Alberta Industry. My friend: is 
still thinking of me as a producer of wheat and livestock. 

THE WITNESS: The reason, sir, that this suggestion 
is put in here is that the Board of Transport Commissioners, 
in our submission, does not recognize the principle of 
rate groups. It is a matter which they will consider in 
@ certain situstion. The reilweys may make a rate group 
if they wish. We say that it should be a recognized 
principle of the freight rate structure, and we pring these 
examples to the attention of this Commission simply to 
indicate that there is in Alberts a problem of this kind. 

THE CHAIRMAN: Q. When the Board is making a 
freight rate structure the consideration of this should be 
brought before that Board? 

A. Yes. 

Q. You do not expect the Board to say that such 
and such a condition exists in Alberta or in any other 
province; someone must bring it to the attention of the 
Board? 

Bee | Mesh. 

MR. BRAWLEY: if the principle hes been established 
that it is the proper thing, that is why we regard this 
Commission a8 being concerned with the principle. 

Q. Passing on to the next matter, Mr.- Harries, what 
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A. There sre several aspects to the problem of 
Developmental Temporary Rates which sre related to Indus- 
triel location. We ere deleting the words "and Temporary 
Rates" which are related to industrial location. In the 
first instance we submit thet rates granted to a new 
industry should be on the same basis as the rates to 
comparable industries in other parts of the country. 

I might suggest there that the matter will be dealt with 
more fully in the brief which follows this one dealing 
with rate principles. If special circumstances exist 
which make it necessary or desirable for a new industry 
to have a lower than normal rate, the making of such a 
rate should be the concern of the railways, the industry 
and the Board. Developmental rates when made should be 
limited in time otherwise industry becomes adjusted to a 
lower than normal rate which under present conditions may 
be removed arbitrarily. 

THE CHAIRMAN: @Q. You say that the rate should be 
limited in time; that they should be made for a limited 
time only? 

A. Yes, what we have in mind is that if someone 
has a marketing problem and they want a rate to help them 
get started, then they should be able to go to the railways 
and negotiate for. that rate, and then have the rate approved 
by the Board, but we feel that that rate should have a time 
limit on it because of the fact that the industry becomes 
adjusted to that particular freight rate charge and when it 
is removed, probably when they are not expecting it, it 
creates a difficult situation for them. We have in mind in 
this. particular regard the pure tbred Jivestoek rate. 


We would look on that as a developmental rate. It was made 
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to assist the pure bred livestock industry, but it was 
kept in there year after year, as I believe Mr. Salter 
said in his evidence. It was there from 1918, and all of 
a sudden it is removed. We are not asking whether or 

not the normal rate is the one that should be applied 

in that case, but we do say that if it was a developmental 
rate in the first instance it should be recognized by both 
the railways and the shippers as that, and it should be 
put infor a certain’ period of time. 

Q@. For a certain period only? 

MOSVves. VThey- might: have to state in this rate, 
we wild give yous that'cheap rate forefive years, and 
at the end of five years we are going to put it up 
25% or put it back to normal”, and then the livestock 
men would not find themselves in the position that they 
presently are in, namely, that they looked at this 
developmental rate as a normal rate. The change comes 
as a rather rude shock to them. 

Q@. You mean that if they had this notice of 
several years they would build up their industry to cope 
with the higher rate when it came along? 

A. Yes, they would be warned of this fact that 
this is only a temporary situation. We think the same 
thing applies to other industry. We stress this, that 
the matter of the develcpmhent rate - essential between 
the shipper and the railways, and it would be, in our 
opinion, filed with the Board. We do not want the 
Board to deal with this unless the rate set has expired, 
and the one who wants the rate extended should have an 
opportunity of entering into another rate. 

COMMISSIONER ANGUS: You want a guaranteed minimum 
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A. I do not know that that would not be a 
matter that might be taken care of in a particular 
situation. We would assume that if they set three 
years it would stay in for three years, and it would 
not be removed in that time. 

THE -<GHAIRMAN: .Q, “You are not. afraid of what 
would happen at the end of three years? 

A. No, I think the individuals that had the 
race Swouldinbe winta (position to plankfor-.tnar o). Dyvam 
thinking of an industry that would have a marketing 
problem when it started out.” 

Q@. We used to hear that very same kind : 
of thing as to customs tariffs? 

fh, ebVYesxettwis exactly: thersamesthing. 

Q@. They remained infants a very long time? 

A. They never put a time limit on those. 

COMMISSIONER INNIS: Q. Do you feel that the 
railways are not sufficiently alert from the standpoint 
of new industry as regards freight rates? 

Ae SNospieithink the maiilweys,.eare,alent put T.do 
feel that the shipper, if he gets a special rate, should 
recognize it as such. 

THE CHAIRMAN: Q. But you have the discretion 
of the Board to renewvit after it expires? 

hao DYES, 

MR. FRAWLEY: Q. Mr. Harries, will you pass to 
Paragraph 3 at the beginning of page 4O, and will you say 
in a word what the purport of this part of the brief is? 

A. May I just make a comment, Mr. Frawley, that 
the last paragraph on page 39 dealing with temporary rates 
does not form a part of our submission. We are asking to 
have that deleted. It is dealing with the temporary rates 


on page 39. In Part III of this brief, which commences at 
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page 40, we have attempted to discuss the relationship 
between carrier regulation and industrial location by 
reviewing certain judgments of the Board, which after 
Studying, we feel they have a distinct bearing in this 
matter, and also in this section we have taken several 
pages to discuss what we conceive to be the attitude of 
railway management in connection with industrial location. 

I would like to start at Section A. The place 
that railroad policies and management occupy in the 
field of industrial location is an important one. An 
initial and realistic asSumption is that the railways nae 
make a determined effort to encourage the establishment 
and operation of industry on their lines. The primary 
object of such railway enterprise is, of course, to obtain 
paying traffic and incidentally to sell property and other 
ancillary services. Railroad management is therefore 
concerned with industrial location to the extent that such 
activity will increase their net return. The question 
naturally arises therefor: Is there a necessary and 
acceptable relation between this objective and the broader 
objectives of regional and national economic policy? 
if there is, it may be safely left to the railways to freely 
exert their influence in the field of industrial location 
because what is to their advantage is to the general good. 
If this necessary relation is not present then conflicts 
between railway objectives and the broader needs and aims 
of the economic body will emerge. 

On a priori grounds the assumption that railway policy 
is in fact complementary to what may be termed national 
objectives must be suspect. The railway, after all, is 
concerned with moving goods; in the general the more goods 


which are moved, and the greater the distance such goods are 
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moved, the greater will be the revenue, and presumably 
the profit, to the railway. The railways, it may be 
expected, will act in their own interest. Realizing this, 
however, merely points to the folly of assuming that 
industrial location is a matter which can safely be left 
to the working of railway policy alone. 

A recent case before the Board of Transport 
Commissioners provides a practical illustration of the 
consequences of such a philosphy. The Canadian National 
Railway, the Canadian Pacific Railway Company and the 
McColl Frontenac Oil Company Limited under the provisions 
of the Transport Act, 1938, applied to the Board of 
Transport Commissioners for approval of an agreed charge. 
The Substance of the arrangement was that the railways 
would carry petroleum products from the lakehead to 
certain McColl Frontenac distributing points in Sase 
katchewan at a lower than normal rate. The petroleum 
products to be carried originated at the Montreal refinery 
of McColl Frontenac and were processed from foreign 
crude oil. These products would move to the lakehead 
by boat or rail and then westward on the Agreed Charge. 

Then there is a letter from Mr. F.C.S. Evans, 
Vice-President and General Counsel of the Canadian 
Pacific Railway to the Secretary of the Board of Transport 
Commissioners, dated the 15th of May, 1947 giving the 
reason for making the agreed charge. In particular, we 


~, 


would bring to the attention of the Commission paragraph 


(d) on page 2 of the letter, which shows the reason for 


making these agreed charges. 
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MR. FRAWLEY: It: may make the sub-paragraph a 
little more clear if one looks at the complete letter 
itself which is reproduced at page 62 just to complete 
the convexu. ‘That@is aldiwe have tin mind, “the context 
of sub-paragraph (d). The whole paragraph reads: 

"The object of the proposed Agreed Charge 

between the Railways and the McColl-Frontenac 

O11 Company Limited. ts clearly set. forth in 

Exhibit No. 1 of the application of 24th March, 

and may be briefly summarized to be as follows:- 
Then follow four paragraphs and there is no reason why 
Pr shnouldunorirecady chen tants 

"(a) To secure to the Railways the long haul on 

gasoline and other refined petroleum products 

from the Head-of-the-Lakes to Saskatchewan 
account McColl-Frontenac Oil Company Limited, 
which traffic had heretofore moved only in small 
volume to Saskatchewan, compared with the short 
haul of crude oil from the international boundary 
at low rates. 

(b) to increase the net revenues of the railways. 

(c) to prevent the trucking of refined petroleum 

products distributed by the McColl-Frontenac Oil 

Company from the refineries at Regina and Moose Jaw 

to points in the Province of Saskatchewan, or 

(dad)! ‘to "avold the vconstruction of a: ‘refinery 

by the McColl-Frontenac O11 Company Limited at 

a point in the Prairie Provinces which would result 

in the railways receiving only low revenues on the 

inbound crude oil and the probability of losing 
the outbound traffic to truck transportation." 

THE CHAIRMAN: What page in the brief is that? 

MR. FRAWLEY: The complete letter is at page 62 


and 63 of this brief. 
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MR. O'DONNELL: You might make a note of the 
fact that the Judgments dealing with the matter is 
EXD S,ny LOrnO, jin this present case’... You jremenber 
we filed the Judgments in Winnipeg. 

Meh OWonY:) wine vortioial’ citation od, (one 
JUISMeTiIUS wists f9uU Oe ve Ne co ne moOard OF lransport 
Commissioners at page l. 

THE CHAIRMAN: Yes, you give it at the bottom of 
page 40, but what happened? 

MR. FRAWLEY: The Agreed Charge was approved, 

I understand, as a result of the application. 

THE CHAIRMAN: Who opposed the granting? 

MR. FRAWLEY: The Imperial Oil Company opposed 
it, the Anglo Canadian Oils Limited and the Confederated 
Ber Senta and the North Star Limited. I am reading 
from the appearances in the report of the Judgment. 

IL think the cfiricial citarion 15 .39.3.0.Rue R. 1. 

THE CHAIRMAN: Did the Provinces of Saskatchewan 
and Alberta oppose it? 

MR. FRAWLEY: No, whether the Province of 
Saskatchewan had any notice of it I do not know, but 
they were not represented. 

THE WITNESS: The reason we bring this particular 
- ease to the attention of the Commission 1s simply to 
indicate that what might be good policy for the railways, 
is not necessarily good policy for the economic body, 
in this particular case the Prairie Provinces. We would 
like to stress that this may beand undoubtedly is a 
very excellent stand for the railways to take, that 
this agreed charge would profit them and so on, but 
we merely offer it as an illustration of the discussion 
which we have on page 40 where we say it is not correct 


to assume that railway policy is in fact complementary 
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LOA Mr. Harries 


to regional or national policy. 

MR. FRAWLEY: Now, passing to a discussion of the Board 
of Transport Commissioners in relation to industrial 
Leca tion. 

THE WLINESS x. That is Section B.-, The, Board .of 
Transport Commissioners. The attitude and actions of 
the Board of Transport Commissioners in the matter of 
industrial location may be conveniently considered under 
two headings. First, the relation between rates on raw 
materials and rates on finished products. I may say that 
that starts at page 42 and goes through to the top of 
page 50. Secondly, market rates and market competition, 
and the discussion there starts at the top of page 50 and 
continues through to page 53. Dealing first with the 
relation between rates on raw materials and rates on 
finished products, I may just summarize our submission 
in this connection by stating that in the Kemp Manufacturing 
and Metal Case the Board took the position that it is 
natural to move raw materials rather than finished products. 

MR. EVANS: Where? 

MR. FRAWLEY: My friend will have ample opportunity 
to cross-examine; we are putting to the Commission what 
we are summarizing. 

Mis EVANS ati ewhll agree, 

THE WITNESS: ‘That will be found at page 42 of 
our brief. Then in the Dominion Sugar Case which we have 
an extract of at page 43, it is made plain that the 
relationship between raw material rates and finished 
product rates is left to the railroads. And then in the 
International Paper Company Case the principle that the 
railways may make a lower charge on a raw material which 
moves to a processing point on their line and on which 


they receive outward haul, that they may make that lower 


YP Yo bras ont ie ok £0 TEBE: 


‘i > 
i 
: veka! DEERE 
: oo 
wo 
& » A, AS é, ‘ar PY » ar ? 
rn te medica emt! de ge sider any (688 1M 
. 
- 


ert} De: HbA esx atta | pe 


a 
is 


™ 
_ 


_ 


ah, : 
aod 


te: sxamotomsninets 
MATAR SNR) 


Big bia <osteten 


a) 


| : “Ee H 
7 
s 
Leaalta et - Ps A Tee ; : 4 
MOVOTO kel SRTBAO: besa! sae oA AM 
v 
= biked De Fe Se a P as '.& ~, es i 
- {1D aes a SEF kes HOSS: seats: ke \.Re nip hidiee Liat A bw g& wiles Byepnary Pi 
Tagg: op Be iy eon aan = “ee eee wh we 
maiwinsis wit Bessie eis ot WAFL Ho Sat 
f. ee ~ : ty ez i R a 7 AST 4 Oc. et. 
seOGaIS work LE Ugo AE. PMALIWARG: LAM: 
ry Se pp nw oe eee 7 is sae dae ee ; 
Great Sima of ; VSM toto metisaed- ofgma add wf 
; 
ye TR ¥ ra 7 Sy 7 Ca f Lab on r= +k . 
TRS w EST: ai SM Gant Miro eit frie svitvarsqo-00 
oTemgor th. ott To Iv : 8m Al eponeteeqqs oft mor? 
; * Din 7 . -" ¢ eh re _ ae md op To. 
Pi FD. IE feoizeet bo Le toriie sit winded J 
are ip t be Bae Sin amt oy Sawn 
mre Worth : i VeOMEVe LS i BES veEAMA EARS SAT 
i 
{FE agegqqo stiiadiA bra 
. _ bs ce é ie peak fe wes * er 
i S540 na “ting .OM sFaIwaAay 4M 
ie 
ee di wer egy Bremen es . whe Fir« cia bindive gee oy- vice of f ] 
U ie ot aE G: Ri} Fist ce ae ae peaiet 7 & Te. a si 45 e533 aS: SUENAS eG. 
.beimstorcen. Jom sisw rads 
aes) ea wt ‘ ¢ Meroe " a” betcld, e r = rp ets Una lta) 1 .- 
SU OUI Bee gale ae aegesy. ef  : BBM LE Sere 
ad fe . $e ii ha ra ole od * we - 
Tir Vbiiice Gk a MmiMNOD. Shir te matinedie sie of ceen: : 
~~ : = 
UA yee? ig 1 ee . L ne, n  o - i. is Sie s in of + hth et = 2. + 
PeMUlAt at? rot wabfow i ora os 8 gine Sed can steobhoat 
i | 
4d i 
riers * wes ats Car ee : A wets ined toc 4B be : 
5 Fyos STTt th way 7 ‘to: Sto La Ward wn eT! my: Viol eaaes sary Fore af 
1 
RB eeecin ir = reer Dy ie penal - $2, ais Pere nd = a, re ‘ 
BRET ON. Mivert ahuteny oth seem sa keetdmsg edit mo 
‘ 
oo +. F. Fee this. ie a : , oe ahs os * wy are mt hd 
- FARICRRG Oe SIS Sj pean Braid west a mete & Fada. 
‘ ' 
j 
i! eed oth ‘Swi thawey Sri; lan Bye atm: Saplise Seo “ 
; i - 
. ‘ } ha 
fe y a bas ‘ee. wc wee - ro. j tc ~~ a ? + 
- a ’ .* ee = msctit J it aie fh ATW iy 4 i dl s ef 
i inigttny RY. - 
: At be aur 
Nolasesea!i af 
= a 7) & ¢ 
_ COSTOO Tor sv 
: ; 


Ve ee se mney a 


= OTE k= Mr. Harries 


to regional or national policy. 

MR. FRAWLEY: Now, passing to a discussion of the Board 
of Transport Commissioners in relation to industrial 
location. 

THE WITNESS: That ts Section B - The Board .of 
Transport Commissioners. The attitude and actions of 
the Board of Transport Commissioners in the matter of 
industrial location may be conveniently considered under 
two headings. First, the relation between rates on raw 
materials and rates on finished products. I may say that 
that starts at page 42 and goes through to the top of 
page 50. Secondly, market rates and market competition, 
and the discussion there starts at the top of page 50 and 
continues through to page 53. Dealing first with the 
relation between rates on raw materials and rates on 
finished products, I may just summarize our submission 
in this connection by stating that in the Kemp Manufacturing 
and Metal Case the Board took the position that it is 
natural to move raw materials rather than finished products. 

MR. EVANS: Where? 

MR. FRAWLEY: My friend will have ample opportunity 
to cross-examine; we are putting to the Commission what 
we are summarizing. 

Mis EVANS atiewell agree. 

THE WITNESS: That will be found at page 42 of 
our brief. Then in the Dominion Sugar Case which we have 
an extract of at page 43, it is made plain that the 
relationship between raw material rates and finished 
product, rates is Lert to; the railroads... And: then in:-the 
International Paper Company Case the principle that the 
railways may make a lower charge on a raw material which 
moves to a processing point on their line and on which 


they receive outward haul, that they may make that lower 
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rate whereas in another case moving the same product 
from which they do not get the benefit of the outward 
finished product haul, that they are not necessarily 
compelled to make that low rate. 

THE CHAIRMAN: On page 42 in that citation you 
have of Mr. McLean's remarks he says "Whether a centre 
shall have a distributing territory tributory to: it, 
and what that territory shall be, is something which 
in general, in my opinion, lies outside the scope of 
the Board's functions”. What is your contention here, 
that the Board's functions should be’ enlarged if 
necessary in that respect and that they should adjust 
rates according to economic requirements in the locality? 
Is that what you want? 

A. We say in these matters generally they should 
take a more active role and in order to indicate what 
we mean by "a more active role" we have made three specific 
suggestions in our summary, sir. 

Then, in the two livestock-meat cases which we 
discuss briefly, starting at the bottom of page 43 and 
continuing through to page 45, we note that in the 
Provinces of Alberta and Saskatchewan et al against an 
application, which was, I may say, an application to have 
the Winnipeg relationship between meat and livestock applied 
throughout other packing centres in Western Canada, that 
application was rejected because the learned Chief Com- 
missioner was not convinced that the rate relation com- 
plained of was discriminatory as far as the western plants 
were concerned. He also felt that establishing of western 
plants at the Winnipeg relation would be impractical. 

That 18 the fire: case. Inthe second case, and that .is 
Gainer's Case, the learned Chief Commissioner decided the 


question which was similar in a sense, upon a basis of the 
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rate construction used for international shipment 

and we say with deference to the learned Chief Commissioner 
that after clearly stating what the problem was he 

ignored it in deciding whether or not the contention 

wes to be allowed. 

In the first of the ebove cases reference was 
made to several Judgments of the Interstate Commerce 
Commission. In view of that we have on pages 46, 47 
and 48 recorded a review of the attitude of the Inter- 
state Commerce Commission in the matter of meat-live- 
Stock rates. 

MR. FRAWLEY: I think you might start to read 
at page 46 Mr. Harries? 

A. In 1894 the Interstate Commerce Commission 
recognized that the competition between the transporta- 
tion of livestock and of meat made the reletionship 
between the rates a matter subject to the clause in the 
law forbidding undue preference and prejudicoumnit 
said "In contemplation of the Act, as we interpret i Bs 
these competitive articles (live animals and products) 
are to be treated as one subject by the carriers in 
providing for their transportation", 

Q. You are referring to a case Squire and Company 
v The Michigen Central Railway Company reported at 4 
TC .C 612) onimaceseonrs 

THE CHAIRMAN: The words "live animals and 
products”, does that mean live animals and processed 
meat? 

Ag, Yesinsiaa, 

Q@. Well, there ts some statute then in force 
in the United States which Sseys that in such cases these 


competitive articles, that is the raw material and the 
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finished product sre to be treated as one subject by 
the carriers in providing for their transportation. 
Thet is what you quote here. 

MR. FRAWLEY: I teke it to be an interpretation, 
sir, by the Interstate Commerce Commission of the 
Interstate Commerce laws. 

THE CHAIRMAN: Are you then suggesting that the 
law in Canada should be made the same? 

MR. FRAWLEY: Well, as far as statutory changes 
ere concerned thet raises the whole question as to how 
Pt2isMbest tovbring  thist about. 

RHE CHAIRMAN: You have some specific recommende- 
tions about it? 

MR. FRAWLEY: Yes, we have two pages of specific 
recommendations. 

THE WITNESS: This means that there should be a 
fixed relationship between the rates on meats and the 
rates on livestock moving into interstate commerce. 

That was the first case that I was able to find 
where the Commission set out its ideas on this particu- 
lar subject. 

THE CHAIRMAN: Are we to be told later what 
those words mean-"s fixed relationship" ? 

LO? Ves, Saas, 

Q. Because I can see they sre important. 

Av)-In TOlm the: Commission reaffirmed:.this, view 
but expressed an unwillingness to say whet the relation- 
Snip should Dewiw ame Src 

Qn) Pardorntmes. 1 Yow mean the American Inter- 
state Commerce Commission? 


A. Yes sir. In 1915 in the Eastern Livestock 
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Case 36 I.C.C. 675, the Commission adjusted both the 
meat and the livestock rates but did not commit itself 
as to whether or not the resulting relationship was 
absolutely correct. 

Finally in 1928 the Commission in the Eastern 
Livestock Cases of 1926, 144 I.C.c. 731, abandoned 
any hope or Tixing vc relationships. )So ithey said it 
was impossible, as I read the Cases, to have a fixed 
relationship between the rates on meat and the rates 
on livestock. 

Q. Do you agree with that? 

A. Yes, I do agree that you cannot have an 
absolutely fixed relationship. And these cases all 
dealt with the Eastern Movement and it is of interest 
to note that although the Commission abandoned the hope 
oe fixing e constant and definite relation between meat 
and livestock, the most important adjustment in the 
United States in this regard, and that is the Chicag !- 
New York edjustment, has in fact been almost constant 
for 30 years. 

In Westbound Rates on Meats 210 I.C.Cc. 13 
decided in 1935,the Commission found that the rates from 
interior points to the coast (and that would be to the 
Pacific Coast) slthouen generally much higher on meat 
tha on livestock, were not prejudicial, and they 
approved the existing scale of charges. It might have 
been concluded from this judgment that the Commission 
had abandoned the thought of treating meat rates and 
livestock rates as related in any wey and that henceforth 
any call for adjustment would be refused. In 1945, 
however, the decision in the George A. Hormel and Company 
Case was handed down, In this eee: the Commission reviewed 


and clarified previous judgments on the matter of meat 
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and livestock rates. And the general conclusions in 
this Hormel Case are given as follows, and I will read 
10.47 DP oway, 
MR. FRAWLEY: Yes, 
A. The Commission said: 
"The assailed rates do not permit free move- 
ment of meats from the midwest to the Pacific 
Coast. «ino the case of the, products of hogs this 
is due almost wholly to the fact that the rates 
on meets are excessive as compared to those on 
the live animals. From Omaha to Los Angeles, for 
example, the rate on fresh meat is about 239 per 
cent. of that on the live enimal, whereas in the 
opposite direction from Omaha to New York the rate 
on fresh meat is only 136 per cent. of the rate on 
the live animal. The relation to New York was 
prescribed by us on transportation standards after 
extensive litigation and has been observed for 
many years. The higher reletion to Los Angeles is 
due partly to our prescription of low rates a the 
live animals and partly to the maintenance by 
the carriers of high rates. on mests. The west- 
bound relation between the two has never been 
specifically prescribed by. us as it has to .New 
York. There is no logical reason, however, for 
a8 greatly different relation west-bound than 
east-bound. The same intensive competition exists 
between the movement of live animals and carcasses 
in either case, the only difference being that 
in one case the movement is west-bound while in 


the other it is east-bound. The Omaha packer 
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"could not reach New York with his meats 

et rates 249% of those on the live animals, 
nor can he do so on that basis to Los Angeles. 
The rate on packing house products from Omaha 
to Los Angeles is 191.7% of the rate on the 
live animal, but to New York it. is only 99.7% 
of that rate. 

Although most of the .complainants do 
not here request what they call a fixed relation 
between the rates on the live animals and those 
on the dressed carcasses of such animals, each 
of them has made it plain that a reasonable 
maximum relation between the two must be ob- 
served if the packing industry in the Mid West 
is to sell. any of. its products .on the, Pacific 
Coest in competition with the products of 
live animals shipped from the Mid West and 
sloughtered on the Pacific coast. The rates 
proposed by the title complainants would re- 
sult in a relation to the rates on live animals 
from Omaha to Los Angeles, for example. of 
about 125% on packing house products, and 
150% on fresh meats. These relations are 
25% higher on packing house products and 
14% higher on fresh meats, than the relations 
prescribed by us from Omaha to New York. 

The Omaha intervener specifically requests, 
prescription of the New York relation on 
fresh meats to Los Angeles, contending that 
nis eae Ee) competitors! rates on live animals 
have been measured by 8 minimum standard, 
Omaha's rates on meats must also be 


measured by the same standard to ensure 
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"freedom of movement of meets. We need not 

elaborate on this contention as the live stock 

rates are not in issue and any deficiencies in 

those rates cannot be adjusted on this record." 
Bren PREY ZO-onNiNTO. ea ye 

"The Mid West is not here seeking, for 

example, to transport California hogs to the 

Mid West for slaughter and then ship the meats 

produced therefrom back to California, but merely 

to intercept and slaughter in the Mid West some 
of the Mid Western hogs moving past the doors 

of its packers for slaughter in California. 

Over 500,000 Mid Western hogs move through the 

Denverraresa <annually Tor ithe -Pacifiie::Coast, 

but the record shows that none of these can 

be Slaughtered at Denver under the present 

level,.of rates on meets from, that city to 

the Pacifica. Coast... 

Then the Commission went on in this case, to alter that 
adjustment to reflect a more favourable relationship 
between the rate on meat and the rate on livestock. 

THE CHAIRMAN; Now do you say that our Board of 
Transport Commissioners does not enter into considerations 
of this kind? 

MR. FRAWLEY: They have had an application, as 
the brief points out,two, probably, and they have refused 
the application. 

MR. EVANS: They refused them, I think my 
friend should ssy, in one instance, on the ground that 
the Chief Commissioner writing the judgment was not 
eonvinced of the propriety or necessity of making this 
reletionship. 


MR. FRAWLEY: That is practically word for word 
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whet we state in this brief. 

THE CHAIRMAN: The difference I have in mina 
is this, that our Board sey that in fact it is none of 
their business to do this — thing: or do they hear it 
and simply decide one way or the other? 

MR. EVANS: There is no question of their 
Dower toe 0-1, | 

THE CHAIRMAN: You see, they have pointed out, 
I know, and we have had several references here and 
there, where the Board has disclaimed any responsibility 
for doine this, 

MR. EVANS: Yes, sir, they have taken the 
position that they have no power to equalize the cost 
of production, That is, of course, a very different 
thing. 

THE CHAIRMAN: But they have not always used 
that precise language, It is much broader than that. 
They talk about taking care of industry. 

MR. FRAWLEY: Yes, the expression which your 
lordship may have in mind is thet they have said they 
are not the arbiters of indistrial policy which is cited 
in the Netional Dairy Council case in 1922. They have 
Said that, or like things, several times. 

THE CHAIRMAN: Well, I want to know whether in 
matters of this particular kind before our Board, our 
Board has taken the same view of its powers as the 
Interstate Commerce Commission has of its powers in the 


United States? 


(Page 10787 follows) 
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MR. FRAWLEY: Q. Now, what do you say about that, 
Mr. Harries? 

A, We would say that they have not taken the same 
view, sir, because you take this first case, that is; the 
Provinces of Alberts and Saskatchewan, the Board said, 
hh atop ema igo 14 On oe 

THE CHAIRMAN: That is the 1:23 case? You see, I 
notice, as Mr. Commissioner McLean LNWOne Got: WENORe iCOBe Ss: as 

MR. FRAWLEY: That was in the Kemp Case, ‘sir, 

THE CHAIRMAN: It is at poge 42, 

MR FRAWLEY : Yes, sir. 

THE CHAIRMAN: You observe.: what he said ‘sat the time. 
It is true that is on a different subject, but in general 
I think it is to the same effect. 

"Whether e centre shall have 2 
distributing territory tributory to it, and what 
that territory shall be" and so forthe 
MR. FRAWLEY: You Secu MY Lords (he saysn one 
THE CHAIRMAN: "fa my opinion lies outside of the 
Scope of the Board's functions," 

MR. FRAWLEY: The next two Sentences , kmylilord, cif 
I may cali sto vyour ettention. 

THE CHAIRMAN: He Says: 

" It is a matter which must be left 
to general trade conditions to adjust." 

MR. FRAWLEY: And then the next Sentence, 

THE CHAIRMAN: "The Board becomes interested in at 

only because of some complaint of discriminetion or 

unreasonableness of rate," 

MR. FRAWLEY: Discriminetion or unreesonebleness, 
that is 211. Now that is the restricted view which the Board 


has of its powers with respect to which we make complaint now 
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to this Commission. 

THE CHAIRMAN: I suppose your submission is that 
itis Board has not sufficient powers to enter into 
these considerations today the power should be given to 
tne Bosra . 

MR. FRAWLEY: The Statute should say so. 

THE CHAIRMAN: And if the Board has the power end 
is not exercising it, which they ought to, a recommendation 
should be made that those powers should be exercised. ts 
thet right? ) 

Mi Orel » eggs Lar 

COMMISSIONER INNIS: Is there not another point? 
These dgsisions were in 1928 in both cases? 

THE WITNESS: Yes sir, they srose from the General 
Freight Rates Inquiry. 

COMMISSIONER INNIS: During that period, as I 
understand, the Interstate Commerce Commission had taken 
@ Similar position. Now, in 1945 you suggest the Inter- 
state Commerce Commission has changed its position? 

THE WITNESS: Yes I do. 

COMMISSIONER INNIS: Do you think the Board 
would change its position now if you went back and said 
this is the position which has been reached by another 
body, by which they hed been influenced. 

A. That might well be the case, sir, but we 
would like to point out that our suggestion was not the 
Suggestion which wes mede and the matter which had been 
decided in the 1927 case, that is the Alberta and Saska- 
tchewen case. What they said was that it wes impractical 

to give the same percentage relationship between rates 
at Calgary and Edmonton and Saskatoon as prevailed at 


Winnipeg. In fact, and we quote them here, they say that 
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"As a matter of tariff construction this would seem 
to be impracticable.” 

MR. FRAWLEY: Q. You are resding from the bottom 
of page 44? 

1 Wh eel ho toa 

COMMISSIONER INNIS: This Hormel case does not run 
on vell fours? 

A. No, not with the application that was made here, 
because they went in and asked for this relationship to 
be (established ev all pointe,” ana the Board seid’ as 
a matter of tariff construction that is not practicable. 
And then they said "Well, let us look at the livestock 
rate, and let us” look at’ the mest rate. Now, are those 
rates reasonable per se? Are they discriminatory?" 
That is, they didn't look at the reletionship, they looked 
at the individual rete, And they certainly had power 
to look at the relationship, and we would never suggest 
they had not got the power. But they took the attitude 
that they would not consider this type of general 
relationship, and that is, at least in our submission, 
that is what happened. 

THE CHAIRMAN: I am interested in the statement 
which is quoted on page 46, the Interstate Commerce 
Commission's remarks on @ certain occasion where they 
refer to some Act, and they ‘say: 

"In contemplation of the Act, as we interpret it, 
these competitive articles, live animals and products, 
are to be treated as one subject." 

THE WITNESS: Yes. 

Q. Have you any other reference to this United 


States Statute than what you have given here? 
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as NOs Bid, iUNat. WOULG) be the Act to regulate 
Interstate commerce. 

@. You have not the specific clause in the 
Interstate Commerce Act? 

A. We have no such provision here, no. 

MR. FRAWLEY: I think we had better bring that 
case to the Commission and discuss it a little more 
ig ¥ ha a 

COMMISSIONER INNIS: You see, there is one thing 
if there is a statute in the United States prescribing 
certain conditions and no such thing here. It is another 
case if the statutory laws here are the Same as in the 
United States. 

MR FRAWLEY: ( Tnat 18 Pignt, sin. 

THE WITNESS: I believe, and we can check this, 
that what they are talking about there is Section 1 of 
the Interstate Commerce Act. 

THE CHAIRMAN: Well, at any rate, ey il ole alla mae 

PRG De Wiel) tela er ds Pd eras 

THE CHAIRMAN: Because both these bodies are 
Statutory bodies and they must obey the statutes. 

MR. FRAWLEY: In other words, we might put our 
case for a recommendation on the ground that the statute 
must be changed, or on the ground that the statute is 
there and there should be a recommendation or a sort of 
directive from this Commission as to how it should be 
used. 

MR. O'DONNELL: You can get relief, if you make 
Out @ case, Dy soane co the Board. 

MR, FRAWLEY: We want a recommendation of this 
Commission. We won't be rushed off to the Board until 
we can get some recommendation from this Commission, 


if that should be our good fortune. 
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THE CHAIRMAN: All right, but don't forget that 
American statute. 

MAR RAW Y: NO, Dveerteinivy wills not: 

Q. Now, Mr. Harries, you were going on to page 
489 

Ae Pete: Going on now, we would like to just 
discuss Table 6 at the bottom of page 48 for a moment. 
And I may say, Dr. Innis, that the rates which you were 
inquiring about yesterday I think are found here. 

COMMISSIONER INNIS: I see. 

THE WITNESS: This Table discusses the meat 
livestock ratio and the packinghouse products, livestock 
prodacts;, from centain selected, points. to, Vancouver and 
to Toronto and to Winnipeg. And we have drawn this Table 
up because the percentage, the problem of percentage 
relationship was discussed in connection with the Inter- 
state Commerce Commission decisions that we referred to. 
And take, for instance, the movement of livestock from 
Edmonton to Vancouver, we find in the first column there 
that the livestock rate is 54¢. 

Then ,wmoming) overs tol ther third, ( columns we! find 
that, ta move meat from Edmonton to Vancouver, the rate 
is $1.15 a hundred. So that the meat rate is 213 
per) cents of they livestock rate; 

And then looking: at) the fifth column, the packing- 
house products, we find that the rate from Edmonton 
to Vancouver in that instance is $1.04, and relating 
that $1.04 - - 

THE CHAIRMAN: Q. Pardon me, what are the 
packing-house products you have in mind? 

A. Smoked meats and hams and lard. 


Q: You, distinguish them from: Meat. “Yourhave 
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livestock rates, meat rates, and packing-house rates, 
TS cthapor ent? 

we, Les (sir, they are: distinguished in ‘the 
tariff. You have fresh meats - - 

Q. The meat rate means fresh meats? 

A. Yes sir. And the relationship between the 
$1.04 rate on the packing-house products and the 54 cent 
rate on the livestock is 193 per cent. 

Then to take another example: ‘The rate ‘from 
Winnipeg to Montreal or Toronto on livestock is $1.03, 
that is in the first column, and the rate on meats 
moving from Winnipeg to Montreal or Toronto - - 

MR. PRAWLEY) That is othe ‘bottom of the firet 
column. 

A. In the bottom of the third column is $1.46. 
So that the meat rate is 142 per cent. of the livestock 
race.» Thay could be 'conpared, to the 2135) per cent. 
relationship that exists on moving meat from Edmonton 
to Vancouver. 

And we go on then at the top of page 49 to say 
that; 

"Tt is apparent from Table 6 that there is a 
wide discrepancy between the relations which are in 
effect at Winnipeg on eastern movements and those 
which are in effect from other points to Merontole 
And of course there is also a wide discrepancy between 
the relations which apply from Edmonton to Vancouver, 
as compared with the relation which applies from Winni- 
peg to Toronto. 

At this point I would like to draw the attention 
of the Commission to a study done by the United States 


Department of Agriculture in their Burea of Agricultural 
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Economics. This study is entitled "Relationship 
between the Rail Rates on Livestock and on Meats". 
If.was done. by.James. C..Pettee,, formerly Assistant 
Transportation Economist. 

COMMISSIONER. INNIS: .+@..\.These.are. the, inserts 
that you were going to give us? 

As AveSnsere DANnGutNeVStudyval Ss. publdsned,in 
June 1943. And with regard to the matter of the 
eritical relationship the study has, the following to 
say: 

"As indicated at the outset of this summary, 
the rate relationship and the weight yield from slaughter 
determine whether meat will move in live or. dressed form. 
To test the relative rate relationships, it is necessary 
to derive. data.showing a critical.rate relationship. A 
critical. rate relationship..may ibe, defined,.as. one. which 
does not. favour.the, movement vof either meat er livestock. 
Stated, more explicitly, a «critical rate relationship 
exists when the cost of shipping livestock (the 
livestock rate times 100 pounds of livestock) is the 
same as the cost of shipping the meat yielded from the 
Slaughter of a corresponding amount of livestock 
(the meat rate times the yield of 100 pounds of live- 
stock). If meat rates are relatively higher than the 
eritical relationship, the movement of livestock is 
favoured; if lower, the movement of meat is favoured. 

Although there is variation in the yield 
ratios from one packing plant to another in the slaughter 
of janimalssofeayeiven, species», discerniblewlimits,.exist 
within which the bulk of slaughter is confined. The 


interrelationships between the rates and the weights 
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and the weights are complicated by the fact that more 
products than one, often taking more than one rate, are 
opvained irom the siauchter of divéestock.. }For this 
reason, it has been necessary here ‘to make the over- 
Simplified assumption that packinghouse products move 
to the same markets as fresh meats and in the, relative 
quantities indicated by the averaged data shown in 
Table 4." 
We have not included Table 4 here, but he 
simply gives dressing, percentages .and so on,for different 
plants. 
And then in Table 5 he. gives the.critical,relation- 
ships of fresh meat. and packinghouse product rates 
to livestock rates in 1941. And looking at the cattle, 
and directing attention to the fresh meat situation, 
we find that he says the average critical relationship 
would be a case in which the fresh meat rate is 164.6 
per cent of the livestock rate. And then he says that 
there is some variation on that, and he suggests the 
minimum percentage relationship would be 169.3 and 
the maximum 159:,.0 
So. thet for this, particular situation, th you 
had a meat rate which was greater than 169 per cent 
of the livestock rate, then you would expect the live- 
stock movement to be favored. 
And then the next table, ‘or the balance of the 
table,deals with the other fresh meat rates on hogs 
and sheep and lambs and on packinghouse products. And 
ga-we Say towards the bottomyot this page of our) insert: 
"Comparing the critical relationships which have 
been derived in this study we find that as far as 


Alperta is concerned the rates to Vancouver and 
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to Winnipeg are paietove the minimum percentage relation- 
ship’ which he derives in this Table 5. The rates 

to Montreal and "Toronto ‘from ‘Alberta are "at “Uhe “average 
limit. If I just went back to Table 6, and we showed 
there that from Edmonton to Vancouver, for instance, the 
meat rate was 213 per cent of the livestock rate, and 

then Table 5 which we have just quoted, indicates that 
aueony Lame the percentage relationshin is greater than 
169 you would expect the livestock to move. 

And I would like to state specifically that we 
do not conteid that this study, of which Table 5 is an 
extract, which is based on American data and which is 
premised upon dressing percentages and fresh meat and 
Beate aae products relationship which exists there, 
and which may not pertain to our situation, is absolute 
proof that there is a faulty relationship as far as 
western Canada is concerned, but we simply presented 
that information here to indicate that one study - in 
fact the only study that we know of, where the ecritical 
relationship is derived - indicates you have 169 per 
cent. aS a minimum critical relation, and we have found 
a rate of 213 per cent., or a relationship, pardon me, 


of 213 per cent. from Edmonton to Vancouver. 
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A study done by the United States Department of 
Agriculture offers some interesting suggestions in connection 
with these meat livestock ratios. (Relationship between the 
Rail Rates on Livestock and on Meats, by James C. Pettee, 
formerly Assistant Transportation Economist, June 1943) 

With regard to the matter of the critical relationship, the 


Study says the following: 


‘As indicated at the outset of this summary, the rate 
relationship and the weight yield from slaughter determine 
whether meat will move in live or dressed form. To test the 
relative rate relationships, it is necessary to derive data 
showing a critical rate Feu chen A critical rate relation- 
ship may be defined as one which does not favour the movement 
of either meat or livestock. Stated more explicitly, a critical 
rate relationship exists when the cost of shipping livestock 
(the livestock rate times 100 pounds of livestock) is the same as 
the cost of shipping the meat ylelded from the slaughter of a 
corresponding amount of livestock (the meat rate times the yield 
of 100 pounds of livestock). If meat rates are relatively 
higher than the critical relationship, the movement of livestock 
is favoured; if lower, the movement of meat is favoured. 

Although there is variation in the yield ratios from 
one packing plant to another in the slaughter of animals of a 
given species, discernible limits exist within which the bulk of 
such slaughter is confined. The interrelationships between the 
rates and the weights are complicated by the fact that more 
products than one, often taking more than one rate, are obtained 
from the slaughter of livestock. For this reason, it has been 


necessary here to make the oversimplified assumption that 
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packinghouse products move to the same markets as fresh meats 
and in the relative quantities indicated by the averaged data 
shown in Table 4. It is further assumed that the fresh-meat 
rates are 150 percent of the rates of packinghouse products. 


The influence of other products of slaughter is omitted as being 


of little importance." 


TABLE 5 - CRITICAL RELATIONSHIPS OF FRESH MEAT 
AND PACKINGHOUSE PRODUCT RATES TO 
LIVESTOCK RATES - 1941 
: Fresh meat rate = 150 percent packinghouse ; Packinghouse 
: products sproducts not 
: :Shipped - 
Specie ; Fresh meat ; Packinghouse products an 
¢ yie ad 


Maximum Average Minimum. Maximum Average Minimum 


| : ° at 
| - Percent Percent Percent Percent Percent Percent Erssh ge) 


se s e686 *¢ 


e 
« 


Bier 150.0 | 16456, 169.3.4206-0 1109-7 Miaeeo 1s 190.8 
ee 160.4 7 3180.6 06,9 1016.2 1436.4 
Sheep & Lambs 163.7) Wiles. Ss oe0os 7 122.5 128.9 1133.8 207.9 


e td 
. ® 


Comparing the critical relationships which have been 
derived in this study we find that as far as Alberta is concerned 
the rates to Vancouver and to Winnipeg are far above the minimum 
percentage relationship. The rates to Montreal and Toronto from 
Alberta are at the average limit. While we would not contend that 

# this study which is based on American data and which is premised 
upon dressing percentages and fresh meat and packinghouse products 
relations which may not pertain to our situation, we think that 


it is nevertheless of interest. 
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Then also in the insert we have brought Table 
f up to date and I would ask that Table 7 in the insert 
replace what we have on page 49 now. 

MR. FRAWLEY: Table 7 as it was originally in 
the Brief stopped at 1941. We have now been able to 
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TABLE 7 


PERCENTAG: DISTRIBUTION OF LIVESTOCK SLAUGHTERING 
IN THZ PRAIRIE PROVINCES 1916 - 1948 


lear ended Hogs Cattle and Calves Sheep & Lambs 
March 31 Man.) Saak., -Aita. Man. Sask. Alta. Man.’ Sask. ‘Alta. 
1916 Coe Me POM eA Cane tauar Ue er ne ey SU 5d 
1920 46 14 40 4S 16 39 42 5 3p: 
1922, 48 6 46 65 3 G2 50 th 49 
1928 49 10 41 64 - 8 28 50 6 hy 
1932 48 11 42 63 10 27 56 7 37 
1934 41 Ly 42 62 ui eo 56 re 32 
1936 38 18 ue 62 13 25 56 11 33 
1938 36 1 47 62 16 eo 55 1S) 30 
1910 38 ug! al yg 9 20 59 5 28 
1942 Bo 18 49 59 tas 30 60 Ve 28 
1944 36 ed se), oes 14. 29 56 1s a 
1946 Bye 20 48 ye 18 30 af 16 ef 
1948 30 Big 5 52 14. 34 46 5 41 
l 


The Direct Marketing of Livestock, 
Marketing Service, Economics Division, 
Dominion Department of Agriculture, 


Publication 726, page 9. 
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Q. Going on now, Mr. Harries? 

A. Yes. Well, then, that concludes our ob- 
servations in connection with the raw material finished 
product rates. , 

Then we go on to market rates and market competi- 
tion, and we state that: 

"The manner in which the Board of Transport 
Commissioners has disposed of cases involving 
rates to meet market competition and rates to 
enable an industry to Successfully compete within 


territory adjacent to it are of particular con- 


cern in the matter of industrial Location." 


(Page 10807 follows) 
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On pages 50, 51,52 and 53 we note seven cases which, 

we think, are of interest here. I do not think I will 
read what we said there but just go on to the concluding 
paragraph on page 53, where we say: 

The Board has held on many occasions that it is 
not the “arbiter of industrial policy". If freight rates 
have a Significant effect upon industrial location, the 
effect of such a decision by the Board is to leave these 
matters within the competences of the railways. In our 
view, for reasons made clear above, the railways are 
unacceptable as arbiters of industrial policy. We submit 
that the Board should assume an active role in these 
matters. 

What we sayathat Lf othe Board ts, "in fact)’ net 
the arbiters of indystrial policy, t hen the railways 
are the arbiters of industrial policy. We are not 
satisfied to leave that situation, and suggest that 
the Board should take an active role in these matters, 
and the manner in which we suggest that that role can 
be made more active is found in certain of our 
recommendations which follow on pages 54 and 55. 

MR. FRAVJLEY: Q. You begin the recommendations 
in the first paragraph? 

A. There are some alterations in paragraph A, 
and I will read there. These are our recommendations. 

In the matter of raw material and finished product 
rates, it is our submission that the rate relations 
Should not discourage producer location. 

THE CHAIRMAN: What is the change? 

MR. FRAWLEY: The first sentence now reads: 

"In the matter of raw material and finished 

product rates, it is our Bubmission that the 

rate relations should not discourage producer 


location" and then there is the next sentence. . 
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THE CHAIRMAN: Did you say “should not discourage"? 

MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: 4. What is the difference between 
a rate that encourages and one that does not ‘discourage? 

A. If it does not discourage, it can be neutral or 
passive. We thought this might make it clear. 

MR. EVANS: I think that it is pretty difficult 
to argue that the Board should be active in saying that 
the rates were passive. | 

THE WITNESS: Continuing: In any instance where a 
processor or manufacturer feels that the rate relations 
‘Offenc ea--- -. 

THE CHAIRMAN: @. Supposing that you had a 
specific question as to livestock rates, would you be 
able to fix a figure as to the agreed neutral rate? 

A. Yes, we couldn't come right on it but 
there would be essentially a reasonableness within which 
we can find ourselves. 

In any instance where a processor or manufacturer 
feels that the rate relations offends against this 
principle --- 

MR. FRAWLEY: Q. Striking out “adversely affect 
his particular business" and substituting “offends 
against this principle"? 

A. Yos. --« he Should have the right to take 
his complaint to the Board of Transport Commissioners. 
We are not saying that he cannot appear before the Board 
of Transport Commissioners, but we are saying that this 
principle, which we stated in the first sentence, when 
soneone feels that this principle is offended could come 
before the Board of Transport Commissioners, and we put 


the onus on him for presenting the case, If he is able 
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to satisfy the Board that his contention is sound, 
and Nie Convention, (of 3eourse would be that the rate 
relations in his business offend egainst the principle 
that the rate relations should not discourage producer 
location, then we say, the Board should be authorized . 
to meke whatever rate adjustments are required, 

THE CHALRMAN? Q@. ‘Has not ithe Bosrd'’ that 
authority right now? 

mw, VLGMaas VOneveuthority. Sir,)/to alter irates 
in any way but it does not recognize this principle which 
you stert out with that the rate relations should not 
discourage producer Wee nee 

COMMISSIONER ANGUS: Q. Do you mean "direct 


"suthorized"? 


rether than 

A. They should be directed by statute. 

Q. Thet is very different from suthorizing? 

fh, “SLES, 

THE CHAIRMAN: Q. Do you not think there would 
be some troublevin making | reasonable use of that 
lenguage "the rate should not discourage"? 

A. Well, sir, we thought thet there should 
be somethine- inthe het for this, 

Q. I can understand the assertion that rates 
Should encourage something. Do you not think that the 
applicant in every case would ssy that the rate that does 
not discourage him is the rate that would permit him to 
carry on business? 

Ayre POss 

THE CHAIRMAN: It would be better to sey so 
plainly ratherothan puvcle%this way. 

MR. FRAWLEY: Q 


uy 0 


What is in your mind when you 


eliminate the word "encourege" snd use the word "discourag.? 
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A. We are not coming forward and ania thot 
the Board be directed by statute to encourage producer 
location, but we just wont - - - 

COMMISSIONER ANGUS: Q. You want neutral or 
bévter rather ithanrbetter thanwieutral? 

Ae Yes: 

THE CHAIRMAN: Q. Wheat would a neutral rate be; 
one that allows some edvantages to the manufacturer at 
home end the manufacturer outside? 

BMevVYene eine. 

@. Thet would be neutral? 

Pops Yess 

MR. FRAWLEY: Q. Wlosebving+outithat+point, 

Mrs Harries;cif <youtwill lookust: page .28.at) the examples 
you state there that as a result of what has been 
established that the processing mentioned at Celgary is 
discouraged as egainst the other points? 

A. Referring to the top of page 28? 

Qey. Yes? 

A. Yes, I would say that they certainly ere 
discouraged. 

THE CHAIRMAN: Q. What you want, undoubtedly, 
must be an arrangement that would sllow this manufecturing 
to go on in Alberta? 

MR. FRAWLEY: Yes, my lord, 

THE CHAIRMAN: You call thet a rate thet would 
not discourage? 

MR. FRAWLEY: We take the position that we do 
not went eny special favour; we want an even chence to 
process our own raw material. 

THE CHAIRMAN: A menufecturer looking for ea place 
to establish himself would find it just es good to set up 


in Calgary as in Vancouver? 
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MR. FRAWLEY: Yes, my lord. 

ne CHATRVAN+) QO. And not better. ! Loam 
talking of Cyc iontrates., | Soxfext asmthe tellement 
comes into consideretion, he would be just es well off 
to set up his plant in Calgary as in Vancouver? 

Ray Wiha teas Correctsneir: 

MR. FRAWLEY: Q. You have something further 
to put into the record, Mr. Harries? 

A. In making this adjustment the Board may 
change either the raw material rate or the finished product 
rate, having regard to the relative rate levels applicable 
on these two classifications, vis-a-vis similar raw 
materials and products. We are not asking thst in order 
to make this adjustment the Board should always be re- 
quired to bring down the higher rate, thot is, if they 
are going to encourege processing at, say, point A as 
compsred to processing st point B, they do not necessarily 
have to reduce the finished product rate from A to By 
but they may reise the raw material rate from A to Bb. 

THE CHAIRMAN: Q. You mean to raise the rate 
on transporting live animals? 

WW Nes Fiwe are trying ‘torbe tiair in. this case 
end in bringing forth these recommendations it is not 
ageinst the revenue position of the railways. 

COMMISSIONER INNIS: Q. Would you have to be 
something more than neutral to assume that there was 
en established industry in one province and it would 
be necessary to readjust the rates for an industry 
bullt up in 2 new locality? 

A. We would not think so, sir, beqsuse of the 
fact that once you changed this relationship new capital 
which comes in, and it would not come in the first yeor 


or the third year or perhaps the fifth year, but would 
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tend to come to this new location which previously was 
discriminated against. 

THE CHAIRMAN: Q. He would tend to go there? 

A. VNeS., 

COMMISSIONER INNIS: Q. You would have the 
Opposition of the people of Vancouver? 

Ry thes, Sin we uwourd. 

THE CHAIRMAN: Q. Does not the fact thet he 
would tend to come to Calgary mean that you have more of 
a Vancouver freight rate, not a neutral one? 

A. It would depend then on other factors which 
would draw him there, 

Q. I suppose you would have him Looking st it 
this wey - "I em not going to consider freight rates"? 

Ae. Yes) sia: 

Q. The freight rate factor would be wiped out? 

Doe Ve. yi cones particular regard. Then 
peragroph B of the Recommendations: The Recommendetions 
regarding Long snd Short Haul Discriminetion which sre to 
be found in, our Separate submission on the "Long and Short 
Haul Rule" will remove the objectionable locetional dis- 
abilities arising from the present practice, 

The recommendations regarding Interline Rates 
whith are: to be found in our Separate submission on 
"Interline Rates; The Freight Classification; The Carload 
Mixing Rule" will remove the objectionable locational 
disabilities arising from the present practice, 

The recommendations regarding Distributing Rates 
which ere to be found in our separate submission on 
"Rate-making Principles and the Rate Structure" will 
remove the objectionable locational disabilities erising 


from the present practice. 
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As to Agreed Charges, we submit that Section 5 
of the Transport Act, 1938, 2 Geo. VI Chap. 53, as amended, 
Should be repealed, We submit that “the granting of 
"Stop-off" privileges should be under the direct control 
of the Board of Transport Commissioners, 

THE CHAIRMAN: Q. Whset is meant by the word 
"direct? 

A. We feel that if an individual wants eny 
transit or stop-off privileges thet he should first Zo 
to the railweys and ask for that, and then if he is not 
Satisfied with the result of that negotiation, he should 
then have the privilege of taking his case to the Board. 

Q. He first goes to the railways? 

Pie, LES. 

Q. And then if he is not Setisfied he goes to 
the Board? 

Ane tee « 

MR. FRAWLEY: Q. At the moment the Board regards 
Stop-off privileges as something to be granted to the Shipper? 

A. Yes, the only time he can go to the Board is 
when he feels that there ig en unjust discrimination from 
the granting of Stop-off privileges to some other shipper. 

Q. Will you tell us on whet principle the Board 
acts on granting or PeLlusing this privilege? 

A. If it wes convinced of the desirability of 
giving it, it would decide whether the privilege should be 
Bpented. “It is Simply, sir, as a matter of principle 
that we think thet the Shipper would be better off if he 
has the right to take these problems to the Board of Transport 
Commissioners rather then to deal only with the railways. 

THE CHAIRMAN: And the Board works out its 
own principle then? 
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We submit that the freight rate structure should 
recognize the principle of Rate Groups, i.e. the principle 
of establishing common rates from the same production area 
to common market points, and we Suggeat that that prin- 
ciple should be in the Act, the principle of Group Rates. 
In our view Developmental Rates may be granted by the rail- 
ways to a new or developing industry for a limited time 
only. If, after the conclusion of the reduced rate 
period the industry requires an extension of the effective 
period of the reduced rate, such extension must be approved 
by the Board. 

MR. COViRT: Does that mean if the railways were 
willing? 

A. Yes, and if the railways were willing it would 
be an automatic approval. 

MR. EVANS: Q. But if it did not,-that the Board 
must approve? 

&. I mean that if the extension is granted, it 
Ret ponar ea Du she ncaa: 

THE CHAIRMAN: Q. Supposing a rate stuck for five 
years, they cannot cancel it without going to the Board? 

&. We mean it would be automatically cancelled at 
the end of five years. 

Q. Unless someone went to the Board? 

&. Yes, unless the shipper went to the Board .and 
said, "We need it for another two years," 

Q. And the Board would have the right to extend it 
Or cancel it? 

A. Yes; the railways would be there and it would be 
the basis of evidence from both sides. What we had in mind,-- 
Supposing an industry wanted to develop its market and they 


thought within three years it would have got its sales 
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staff up, and it would be into the market, but in order 

to get into the market it needed some transportation 
assistance and that at the end of three years they 

would be all right, but they might be held up in 

different ways,and then at the end of three years they 

had not established themselves, and then they would go 

to the railways and say, “May we have these rates extended 
or a reduced rate for another two years?" and the rail- 
ways might say, "No, you can go right along and pay the 
normal rate as everyone else does." This shipper would 
go to the Board and present his case and the railways would 
present its side of the case and the Board would reach 

its decision as to whether this special rate should 

~' continue. That is precisely the trouble we have to-day. 
There is no time limit on the rate and they become 


accustomed to it, 


(Page 10819 follows) 
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MR. FRAWLEY: Though you do sometimes take 
it out by some action of the railway. 

THE CHAIRMAN: Do you think the case could 
happen where the Board would say 'We are very sorry 
for you but you have had five years and you have had 
two years and you are still not properly established. 
You must allow the railways to go back to the standard 
rates even if you have to go out of business". Can 
you imagine that happening? 

MR. FRAWLEY: I would be prepared to leave 
that to the discretion of the Board. How it would work 
outTIn Incdividuel cases 7 don't) know. 

MR. O'DONNELL: The Board would become an 
economic planning body. 

MR. FRAWLEY: They would just say yes or no, 
surely. 

MR, COVERT: I just thought while they were 
on the subject it occurred to me that perhaps at this 
time they might clear it up. It seemed to me there was 
a bit of an inconsistency with what he had said before, 
hapiciy, unat. they were, in favour.of, cutting ff, the rate 
ab.2 definite. time 2and.it occurred, to, me. that the way it 
read indicated that even if the railways agreed to an 
extension, they would have to go to the Board for approval 
of that extension because they say they should not be 
forever but should be for a limited time. 

THE WITNESS: Yes, that is correct, sir. We 
would. suggest that after the initial period is over, that 
any renewal of the rate must receive the approval (of the 
Board, but it would certainly be my opinion that it would 
be almost an automatic approval if the railways and the 
Shipper who had that rate agreed. Now, onthe’ other hand, 
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same industry. 

THE CHAIRMAN: Perhaps I have forgotten but 
what about the initiation of this developmental rate? 
Would that be approved by the Board? 

A. It would be approved by the Board but it 
Oreata be an automatic approval. 

Q@. So the Board would come in at both times? 

Keel. Coun out « 

Q. When you began the rate and then when you 
extended Lt? 

fo Wiel Sap ts 

Q. Any objection against you would -have to go 
to the Board for its approval? 

pa, VLCS GH oSiL2T 

MR, FRAWLEY: In the first instance it would be 
merely filing the rate for the Board's approval after the 
agreement was reached between the carrier and the persons 
seeking the developmental rate? 


Baw YeS.. 
THE CHAIRMAN: Then, if there is s renewal st 


the end of the five years, why not file another? Why gO 
back to the Board then when you don't go tens in the 
first place? 

A. I think you would go there in the first place 
but we said we thought it would be an automatic approval, 
but in the second instance another shipper may have some- 
thing to say about this rate and if the Board has evidence 
of that, then they may want to bring the matter to a hearing. 

Q. But a shipper would have nothing to say when 
the rate is first approved? 

A. Well, he would always be able to come forward 
and say that the rate was discriminatory or unjustly 


discriminetery and soon. 
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MR. O'DONNELL: He con do that now. 

Au MverUalILy He ‘can do Lo now, The reason 
for this recommendation is that we sre trying to get away 
from the kind of thing that happened in the pure bred 
Livestock this year, Thetyis primarilysthe idea,of it. 

MR. SPRAWLEY3; 2 Nowy Me. sHarries;, (will you. tell 
me in your view how the Board would act when it would have 
an application for an extension of the developmental rate 
after the expiry period? 

A. Well, I would think thet they would listen 
' to what the railways have to say about it and whether it 
was going to hold to the railway's revenue position and 
then they would listen to what the distributor or the 
manufacturer had to say about it and whether in their 
view, after examining his position, it was necessary 
for him to have that rate. And then I think they would 
take into consideration the more general aspects of whether 
this plantwas - it may be a plant in the middle of southern 
Saskatchewan - whether it meant a great deal to have that 
industry there and they would consider that. They would 
consider economic and geographic conditions in this as 
I think they would in the reasonableness of any rate. 

COMMISSIONER ANGUS: Isn't the pure bred livestock 
an exemple of an industry that never expects to grow up, 
thet wants its rate in perpetuity, 

Agusthatwis the opinion you can certainly get 
from the situation to-day, but I would believe that that 
is only because of the fact that they have had this thing 
for thirty years end it is suddenly removed. 

THE CHAIRMAN: Who do you mean by "they"? 

Aue The pure. bred livestock people. 
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@. It is not like a factory? 
No. 

Q. A whole lot of individuals who have been 
accustomed to a certain rate. How are you ever going to 
get them out of thet? Are you ever going to get an 
individual in such 6 position where he will say "from 
HOW jon don't cCerculr vou raise the-rate on nove Ll can 
keep on reising livestock and shipping them and I can 
Still make money out of them". How ere you ever going 
to manege that with individuals? 

A. LT am efrsid Ihave got no suggestion there, 
WiheG We are trying to point our ~ 

Q:. I can imagine it for sn industrial Concern; 
so-called - a factory in a certain place and so ons Bes 
what we call the livestock industry is no such Chingy i3°.02? 
It is all the people in a locality who raise livestock sand 
Ship it out. How are you ever going to pe nee state of 
affairs where thet community could say "now, we are on our 
feet; we can keep on raising livestock ond Shipping them 


even if the higher rate is applied to us". 


MR. FRAWLEY: I think your lordship is quite 
right in what you say generally about the matter of the 
livestock industry. I would remind you of something of 
which you are well aware that in Alberta at least in 
the range country there are large units. 

THE CHAIRMAN: Yes, there are legs individuals 
with larger interests but still it is so many individuals 
you have to deal with. 

MR. FRAWLEY: It SPO LVSS “PO 61) the groups. 

THE CHAIRMAN: Some here, and some there. How 
you could ever unify all them and come to the Board and say 
"Now this industry requires two years more of low freight 


rates" I think would be very difficult. 
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MR. FRAWLEY: Well, in that instance because 
it 1s widely dispersed you ‘could: not go for one; you 
would have to go for the whole industry. 

THE CHAIRMAN: Still you call it an industry? 

MR. PRAWLEY:: Yes; thatiis-an .expression....«1 
suppose it has certainly always been called that in Alberta. 

THE CHAIRMAN: I know we do. 

MR. BRAWLEY: )>ivquite rsee, the,different:.appli- 
cation of the word in that and in other contexts. 

THE WITNESS: Well, the industry, of course, has 
its council and I presume that when this particular rate 
was originally made that it was made through negotiation 
between the council representing all these individual 
pure: bred producers: 

THE CHAIRMAN: However, you have in mind that 
the time would come when every industry including that 
sort of an industry that the Board would have to say, 
"Now you have had enough.. We are not going to grant you 
any more extensions of this rail rate". 

MR. FRAWLEY: Yes sir, that is what we have 
in mind. 

COMMISSIONER ANGUS: Then in fact, if this 
principle had been in operation as you suggest the rates 
would have been extinguished a long time ago on pure 
bred livestock a the concession rates? 

MR. FRAWLEY: Yes, instead of being allowed to 
go on for thirty years until we were told in Calgary 
that it was accepted as normal in every sense of the 
word and then they were taken away over night. 

THE CHAIRMAN: If instead of being taken away 
over night they had been taken away over two years waild 


people have been better satisfied? 
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MR. FRAWLEY: Well, as Commissioner Angus Says, 
a long time ago if the railways had applied some of the 
principies 2 

THE CHAIRMAN: If you applied the new situation 
and it came about so that this, what you call scattered 
industry had to say "Well, we now have to Stop raising 
livestock because the rates have gone! toovhight) — 

MR. FRAWLEY: That is it, and they would have 
to convince the Board of that. 

THE CHAIRMAN: No, I mean if one or several 
renewals took place, would the time come when they would 
say, "Well, the Board won't give us any more extension 
and we must go out of business"? 

MR. FRAWLEY: I don't know that that would come 
about because there might be other compensating factors 
there. 

THE CHAIRMAN: I was wondering what responsibi- 
lities you were throwing on the Board. 

MR. FRAWLEY: Mr. Harries has given the pure 
bred livestock as an instance this morning. 

THE CHAIRMAN: Yes, that is an instance which 
I find a very difficult one to handle. 

MR. FRAWLEY: Maybe so, Now, do you lrave some- 
thing more to conclude your Brief.with Mr. Harries? 

THE WITNESS: Yes, we omit the Second last 
paragraph on page 55 regarding temporary rates and the 
last paragraph: 

"In the matter of rates made to meet 
market competition, is is our Submission that 
rates of this type are not competitive in the 
ordinary or usual sense in which that term is 


used. All rates which are made to meet market 
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"competition should be Subject to 

prior examination and epproval by the Board." 

Now, the way that is written might leave the 
impression that these market competitive rates, that 
we want them only in a radically different way from the 
ordinary competitive rates, 

THE CHAIRMAN: Tell me first, what do you mean 
by "market competition"? 

A. A rate which is made to enable a producer 
or a processor to get into a particular market in com- 
petition with other individuals who may be situated more 
favorably economically, geographically, or climatically. 

Q. So the competition is between shippers? 

Lies pleat fy 

COMMISSIONER INNIS: How does that conform with 
your suggestion that towns like Tabor, Magrath, and 
Lethbridge should be put on the same footing? Now you 
Say that rates ihdcHuers made to meet market competition 
Should be subject to increase and improval. 

A. Well, those rate groups sir, would be esta- 
blished by the Board and they would be approved if an 
increase was proposed by the Board. I would not see a 
conflict there. The submission which we make in the - 

THE CHAIRMAN: Pardon me. These rates are made 
in connection with what you call "market competition" 
between shippers and are rates which may give rise in 
private cases. to the.objection that. they..constitute 
unjust discrimination. 

A, Webteunore 18 unjust dilecrimination or Af it 
can be shown that there is unjust discrimination created, 
now when a competitive rate is put in - 


Q. The rate is disallowed? 
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De) eee ers 

Q. You think that is not sufficient? 

A. No, not in connection with market competitive 
rates. 

MR. FRAWLEY: Why? 

A. Well, because it seems to us that if you 
permit rates to meet the market competition, you can 
absolutely demoralize the whole transportation picture, 
because every one is cross hauling and there are unecono- 
mic hauls and everything else, and we say to avoid that 
possibility there should be control of these things, very 
Specific control of those things by the Board, and we 
Say in the latter sentence here that someone who wants a 
rate to meet market competition should prove in addition 
to the ordinary things that are proved in connection with 
competitive rates -- what we say here in this last sentence 
is that they should discover t:hat the general welfare of 
the particular industry will be advanced ,and that it is 
in the interests of the carriers and of the consuming 
public that such rates be established, 

THE CHAIRMAN: And that it does not hurt any 
other shipper nearer to the market? 

Ay Thatvit is in“the interests of the industry 
generally. It may hurt one but if it benefits ten, then 
I presume that it would be acceptable. 

Q@. Well, then, all discriminatory rates then 
Should be forbidden unless it can be shown that they are 
not unjustly discriminatory? | | 

Ay Yessir. 

Q. The present’ machinery you: think is -not 
sufficient. Have you any cases in point now where any 


suffering has’ been occasioned by the present practice? 
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we Nel eee Patner dit ficue, Lo. pick Ouse 

GQ. la Mean 4 YOU) Sees LU Ls theorizing, they 
look allright on paper but they would be very difficult 
of application. Under the present system a rate comes 
into effect and those that feel that it is unjustly 
discriminatory against them can come to the Board and 
have it disallowed. Now, is that not good practise? 

He  <CS Sin, bt io, | Weurec ly, Lor ine vance. 
and we will discuss it further in the long and short haul 
Brief, we feel that a lot of the rates put in from eastern 
Canada to Vancouver are rates made to meet market competi- 
tion, and as a result of meeting that market competition 
certain of our industries in Alberta are injured. One 
example I might give to indicate that all we are presenting 
here-in spite of the fact that some of the things we are 
presenting are absolute theory-shows some practicability , 
is this; that there is a rate on salt from Windsor to 
Vancouver and we would maintain that that rate is a market 
competitive rate because of the fact that you cannot 
move salt in vessels or steamer or you cannot move them 
from Windsor to Vancouver. 

Q. Where do you say? 

Ae) AY WInGSOr sir, 

Q. Against any competitor who is nearer to 
Vancouver? 

A. Yes, there are plants at Nesépawa and ‘so on. 

Q. You say that is wrong? 

A. We say that in that instance they should ee 
required to show before that rate comes,in that either 
it is carrier competition,and if it is,the rate is made 
on that basis,or if it is not carrier competition but 
market competition,they should show that there is an ad- 


vantage to the industry which flows from the making of 
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that rate, and that is to Canadian industry. 

Q. So that even if the particular fastory is 
500 miles or 1000 miles further away from the market 
than the one in Alberta, the Board might say "Well, in 
the interests of Canadian economy we should favor the 
distant factory"? 

A. Yes, that might be quite possible sir. 

MR. FRAWLEY: Now, then, that completes the 
submission by Mr. Harries and we have had now both 
submissions by Mr. Stewart and Mr. Harries, and now both 
witnesses are open for cross-examination. As a matter 
of personal convenience it would be preferred if Professor 
Stewart could be cross-examined first, because he is 
rather enxious to get back to the University, leaving 
tonight if he can. 

PROFESSOR ANDREW STEWART RECALLED 
CROSS -EXAMINED BY MR. EVANS 

Q. I don't know whether you remember a discussion 
which you and I had on the first occasion we met ,as to 
whether you represented the consumers of Alberta or whether 
you represented the shippers of Alberta,and I was going 
to ask you that same question in regard to this Brief. 

THE CHAIRMAN: Just pardon me. Isn't Professor 
Stewart speaking for the government of Alberta? 

MR. FRAWLEY: Yes sir, he is. I am presenting 


my brief and I am counsel for the Province of Alberta. 


(Page 10834 follows) 
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MR. EVANS: Q. Well, my concern is whether your 
chief interest in presenting this Brief lies in the con- 
Sumer or in the producer ? 

A. It lies I think in the general interest of 
the province, and I am not prepared to draw any clear 
distinction between the consumer interest and the producer 
anverest, 

THE CHAIRMAN: Will you please speak up? 

MR. EVANS: Q. Well, the importance of this may 
develop , Dr. Stewart, and I am not trying to embarass you, 
but the importance of this may develop in this way, it 
may be that a local industry developed as a result of the 
process of rate making to which you subscribe would result 
in higher eat cost of producing a given commodity 
because of the fact that your industry might be of neces- 
sity smaller than a centralized industry might be. Then, 
my concern at the moment is to know whether your proposal 
in this Brief for rates which are neutral would involve 
any consideration of the question as to whether, if the 
consumer were forced to pay higher prices as a result of 
that, you would still advocate producer location in Alberta? 

A. If the issue became clearly such I would say 
no, but I don't follow you that that can be proven in 
our case. 

Q. Well, for example, it has been commonly said 
that the geographical division of labor has the advantage 
in many cases of producing a lower price for a given 
commodity. 3.0 am not saying in all cases - but that is 
one of the advantages which is sometimes put forward for 
geographical division of labor and production; and I was 
wondering whether your preference for industrial location 
in Alberta would take precedence over the question of 


cheaper production costs or the reverse? 
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A. No sir, I tried to make that clear in our 
Submission, and we are very anxious to avoid any mis- 
interpretation on this issue at all. 

Qe Yes, 

Ba We are poinvineg out that the relationship 
between rates affects location, 

ni) LES 

A. Now, the only consideration that we are 
Suggesting here is consideration of rates. 

THE CHAIRMAN: What is that? Would you please 
repeat that last statement? 

A. We are pointing out that the relation between 
rates affects location. There are a lot of other things 
that affect location. 


Q. Yes, but here of course we are talking about 


TADS. 

fei UXeCTIV. That asthe I esas a we want to 
consider. 

Q. Or rather we are talking about transportation 
rates. 


He Xess \eiry, Thevonly thing we want ho have 
considered here is the question of relative rates, the 
other questions of specialized production would still 
remain. The only thing is what you put so well a minute 
or two ago, sir, that in determining the location of 
these plants the producer could just forget about rela- 
tive rates and then he would consider all the other 
advantages of locating in one spot or another. But 
in the meantime the decision with regard to his lccation 
is confused by the relationship between rates on the 
raw materials and finished products. 


MR. EVANS: Q. Yes. Now, would you agree with 
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this proposition as a sencrality, that a low level of 
rates generally is conducive to the geographical division 
of labor? 

Ae. YOs’, 

Q. So that you might have the result of which 
Alberta complains merely because your overall level of 
rates-- and I am not saying that you should disregard 
ail thevelenients in it = but you might have the geo- 
graphical division of labor of which Alberta now com- 
plains merely because the rate structure was too low 
generally? 

A. No. 

Q. You don't agree? 

He NOY 

Q. Well, then, do you abandon the idea that 
the geographical location can be brought about, the 
division, I should say, can be brought about by low 
rates? 

UAE 5e'd sR I eres WLth) that. 

> Ov lL am saying co yous) not thatthe fact 
is, but I say in theory it might be that the position 
of which you complain could be because of the low level 
Of “Paves: 

A. Theor¢tically, yes. 

Q. Yes. Now, would you turn to the introduction 
in your Brief, the first itemized paragraph? 

THE CHAIRMAN: What page? 

MR. EVANS: On page 1 of the introduction. 

That 18; page lof the Brief, 

Q- Now; in Item 1 you say: 

"That the long run solution of the problems 
of the Canadian Railroads lies in an increased 


Volume of revenue producing traffic rather than 
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"in high or higher rates, 

Now, then, may I suggest this to you, that that is far 
too broad a generality. Would you not concede that the 
question as to whether the solution to the railroads 
problem may involve questions (a) as to whether they have 
now adequate capacity, or whether having regard to the 
increased volume there is money that is to be Spent to 
provide the capacity, is that not true? 

A. I can conceive that there is a short-run 
problem that would not be adequately met by the rail- 
ways receiving an increased volume of revenue producing 
tratric, 

Q. Now, there would be also some question, 
whether 5s amatter of economics it would be desirable to 
encourage the use of transportation merely to increase 
volume? 

A. Merely to increase volume, yes. 

Q. Well, merely to increase volume having regard 
to the faet you may get increased net revenue? 

A. Yes. My pésition -- as you remember, this is 
an attempt to summarize what we said in Edmonton, my 
position there was that we were rather in favour of having 
the government do what it did in the earlier days, that 
is, to spend money on the development of resources, . tna 
is, to develog : Canadian resources, which would then provide 
revenue producing traffic for the railroads, and that we 
thought would make a material solution of any problems 
the railroads may have. It is not merely to make revenue 
traffic, but to develop resources, 

Q. Yes. Well, I was merely pointing out to you 
that such a statement as appears in item 1 might be 


considered too broad a generality, wnless you bear in mind 
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some other factors that may have perhaps even more 
importance in the*propiem or ‘the’ ratiways. 

Ae Very -es0d; 

Q: Yes. Now, then; Bt 

COMMISSIONER INNIS: @Q. You have not any evidence 
on the unused capacity of the railroads which I suppose 
you have in mind in this sense? 

hs «6ANy evidence of unused capacity? 

Q. You are not putting in concrete evidence as 
to unused capacity? 

Ae NO'Sir, team arreia not, “Lam Simply assuming 
that a business organization ,which rete ores overhead as 
the railroads undoubtedly have ,could benefit by more 
Vow. wos 

Q. Then, that assumes that there is unused capacity? 

Pate Gat. | 

MR. EVANS: I don't think that we would say that 
in given localities an unused capacity does not exist. 
You never can have complete, 100% use. But I was rather 
quarrelling with the witness's suggestion that that is the 
sOluUCLoN of Our agirficulisy., 

@. NOW, on page 3, or it is item 3, you speak of 
historic national policies having contributed toward 
creating in the prairie region an economy lacking an 
integrated, balanced economic structure, and that under 
national reguletion there has been established and 
maintained a structure of rates which has impeded the 
development of resources within the prairie region. 

Just to: clear up the record there, I gather you are 
Speaking now of the development of natural resources, 
the production of raw materials? 


A. Well, the whole pattern of resources, yes. 
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THE CHAIRMAN: Q. The whole whet? 

A. The whole picture of resources has been affected 
by the rate structure. 

MR. EVANS: Q. fT am really concerned at the moment 
to know, becsuse I want to get clear -- I don't want to ergue 
with you -- I ™ a little concerned to know whether you are 
arguing there thet the structure of rates has impeded the 
development of the naturel resources of the prairie region? 

A+) Perhaps some.) I think»others it: has derinitely 
encouraced, 

Q. Yes. Now, there comes a time, Dr. Stewart, 
does there not, when you cannot make both charges? 

That is to say, it might be that your development of natural 
resources would come more quickly than secondery industry 
could absorb the output? 

Peo Yess  Leunink our View 18) thet wecere: not 
complaining about the historic policies except in so far 
as the structure of rates may be 2 pit discriminatory egainst 
Our Yeglon, 368. We see it. | But we say rather than that. 
perhaps we heve reached a new stage, and we are looking 
ahead in relation to the whole problem of rates, rather than 
looking backwerds. 

Q@. Yes. Well, I was thinking of such things now 
ae the production of oil in Alberta. That, I assume you 
Will agree, has probably arrived at the point where the 
production is greater than the industry or refiners within 
the province could handle? 

fe Neuere eorrecn, Wes. 

Q. And some time, no matter how you would adjust 
your rate structure, is going to be required the development 
Or Yefinerics) thet could handle thet capacity. That must 
be true? 


A. Where are they going to be set up, sir? 
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Q. I am not suggesting where they ere going 
to be set up. 

hee “BUY Yes ois impor vant'vo us, 

Q. IL am using this -- well, let us assume, 

I gethered from your evidence in chief you wanted the 
refineries set up in Alberta? 

Ags. Prererably; 

Q. Yes. Now, in your mind, no matter whether 
yousschieve Umet “opsjective or nov, “tne production’ of ‘oil 
may proceed more quickly than you could develop refinery 
capacity to handle it? 

Kiet (Loe. 

Q. And so you are really face to face with a 
choice of having low rates to get your oil out of the 
province Or "or “Shut tine sup “your production "until you can, 
by this process of neutrality,make it possible for 
refineries to establish themselves in the province of 
sufficient cegpacity to handle the output? 

A. There is en immediate problem, I eppreciate, 
yes. 

THE CHAIRMAN: Q. There is what? 

A. There is an immediate problem. When 3 new 
pieid ls discovercd, es“in-the ‘case of the“heduc: field, 
undoubtedly your capacity for handling the raw materiel 
locally is inadequete and it will take time to establish 
this plent. In the meantime, I presume, rather than to 
reduce the allowables and cut down the production of the 
field, it is better to move the oi1, the crude product, 
out of the *provinos until ‘the Locel”’ plants ‘are esteblished, 

Mo DVN (Oo Now, sit part of sour 
philosophy thst you would be echt the” pbuilding’ of 
pipelines such ss are now proposed to Eastern Cansda for 


erude oil? 
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Pe Nos) Well, when you, say for tne crude oll, 
there is in my mind en open question as to whether it is 
not equally possible to pipe gasoline out of the province. 
But an emiewetreio thet te ca, technicel problem of which I 
have no knowledge. | 

Oo Welle (i ust went) Loser the: stureude of 
Alberta 2s to whether Alberta, having in mind the fact 
that it wanted secondary industry esteblished there, would 
be in favour of a pipeline teking the raw material out of 
the province? 

A. Well, we realize that in a complex industry 
like the petroleum industry there may be other factors 
making it adventageous to establish refineries at Regina 
and Winnipeg and other points, just as in the case of the 
meat and livestock case, it might very well be that if the 
rates are neutral,thet other sdvantages would still result 
in the processing of Alberta livestock elsewhere. That is 
quite possible. 

Q. Yes. Now, having regard to the fact that 
the pipeline is to be built, you would not suggest that 
when secondary industry hes had time to establish itself, 
that the investment in that pipeline be abandoned, would 
you? You see, you come into an almost insoluble problem 
when you take the one position and then discuss it from 
the other stendpoint. 


A.” 1] gm eireid 1 don't: quite See the. parallel, 


Q@. Well, if you say you don't want the low rates 


on your raw materials that will discourage processing in 


the province and you are not against the building of a 


pipeline, whet are you going to do when you have got to the 


point that your secondary industry could handle your output 


of crude, but you have got the investment in the pipeline 
which is moving the oil out? Now, what sare you going to 
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MR. FRAWLEY: Move the gesoline by the same 
pipeline. 

THE WITNESS: Well, I am not sure that that 
1s a complete answer to Mr. Evans' question, to move the 
gasoline. I don't think we ere building the pipeline 
because of a temporery lack of equipment. 

MR. MEVANS 3) OQ. Nos 

A. We ere, end the industry is, prepared to 
build the pipeline beceuse permanently there will be 
Some advantage in moving some Alberta crude by pipeline. 

Ai ebaie koi siet 

A. Just as I would sey if the railroads are 
moving livestock, our proposition is not thet the rail- 
roads will not move livestock. It is s question of the 
sdjustment of rates. And if in the case of the petroleum 
industry they knew shead of time that rates es between 
erude oil send gasoline were to be neutral, in our sense 
of the term, then they would simply go ahead snd build 
their pipelines, if there were sufficient advantages 
VOrois cin yo cin. 

Q. Now, I am wondering what you would do when 
the railway rates became neutral and the pipeline then 
had to fight for business with the railways, and to keep 
the crude moving, as against the finished products from 
the secondary industry in Alberta, what would happen? 
Would there not be pressure on the pipeline companies 
to reduce the rates on the carriage of oil? 

Aa OSes. 

Q. And does not thet in turn exert pressure 
on the railroads to reduce their rates on the carriage of 
crude ofl? | 


hy. Yes. 
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@. Well, now, it seems to me, Dr. Stewart, with 
respect, doesn't it really require the wisdom of Solomon 
bor ve) Boerd to try and ‘establish relationshivs thst will 
be 2000 Jor every iconceivable possibility? 

he we Our pOLnty. ir. bvenss Ts chate the 
railways are doing that, and we think the Board hes just 
as much of the wisdom of Solomon es the railways have, 
end perhaps a little more of the general viewpoint. 

Q@. Except that we don't claim the wisdom of 
Solomon, and your touching--- 

A. |) You ere too modest, 

Q. --faith in the wisdom residing in the 
Boserd--- now, there was one place in your evidence 
in chief where Dr. Innis asked you a question, while we 
ere (On Une Qucsturon of pipelines, — think it hadyto.do 
with ges, and I didn't get a very full note on your 
view, but I gathered there that you were really taking 
the position that Alberte was egainst the building of 
pipelines: for the export of gas: from the oll, fields. 


Ls that correct? 


(Page 10850 follows) 
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A. No; perhaps I should say that speaking on behalf 


of the Province of Alberta that the Province has not 
declared its policy in this matter. Looking at the 
transcript this morning, having been checked up by my 
counsel, 1 find that I did say it was my personal 
Opinion that having the situation with regard to natural gas 
as it is, that would make it possible to export the gas 
to the United States, but that is purely a personal 
position, 

Q@. Ll am sorry if I embarras you; I had no intention 
of doing that, because it seemed to me that in a discussion 
with Dr. Innis, you rather thought that it was extremely 
desirable to have some sort of a relationship established 
in Canada by the Canadian railways so that when the time 
came, Shortage of raw materials in the United States 
would force them to come to you, not only for the raw 
material but for the finished product? 

A. That is correct. That is my statement. 

Qe LI wondered whether you considered the attitude 
of the United States Government on the question of tariff 
policy; that is to say, would it not be likely that they 
would be trying to protect their existing industry? 

A. I know that has been the historical attitude of 
the United States, but # think there is an evident change 
in the thinking of the people in the United States, 
particularly in Washington. I am not so sure about Kansas, 
but at least in Washington the responsible people there are 
beginning to realize that the position of the United States 
to-day, as a result of developments over the past few years, 
is fundamentally changed, and that it is impossible for them 
to continue as the dominant political, military and 


economic factor in the world to-day. It is impossible for 
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them to persist in their historical policies. I think 
we are at a particularly strategic time to deal with 
the United States on these issues, and while I admit 
that you will find people who take a different opinion 
of it, my feeling is that we can make some progress in 
negotiating with the United States, progress which 
would have been impossible twenty or thirty years ago. 

ge I do not know that I can quarrel with that 
Statement. Really, what I had in mind that you thought 
there was some advantage of having this neutrality 
principle in the rate structure before you approached 
the United States Government to bargain? 

Q. Li referred later to the illogical position we 
would be in afterwards if we had gone to them and satd: 
"You remove your tariff impediments to the entry of 
finished products", and then having done that, they turn 
avound and -7—= 

Q. I thought you did not intend to give the 
position you gave; that your bargaining principle would 
be better if you had this neutrality prtntipte adoptéa 
now? 

iol BO now think 1c would afrect, your bargaining 
position. | 

Q. There is another fact that I suggest you consider, 
and that is, that it takes two to make an internat tona't. 
rate. Had you considered that - two railways? 

&. Yes, we have a submission on joints railways. 

Q. One of the characteristics, strangely enough, 
in the United States rates is to protect industry, but 
there is the question of balance between the two. Now 
then, having regard to that, would you not agree that 


no matter how willing our railways are or how willing 
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our Board is to establish this neutral position on 
international rates, it would be completely ineffective 

so long as the idea persisted on the part of the United 
States Government and the United States Interstate Commerce 
Commission that their industry be protected? 

A. Yes, as long as that is in effect. 

Q. There was some discussion yesterday about 
the matter of the disturbances to existing industry. 
Tewouldelike. to take..vou back .e bit... Ih the early days 
in this country there was, I belisve you will agree, a 
development in Bastern Canada of these so-called secondary 
industries. Now then, aS exploration was pusned west 
and the railways were built, it was, perhaps, natural, 
was it not, that an industry already in Eastern Canada 
should have pushed forward into that new territory with 
its product seeking a further market? 

A. Quite. 

Q. I should think you would agree that had a secondary 
industry. immediately established itself in the West 
it probably could not have competed on an overall 
production cost with industries that were already 
established? 

Aw That is probably true. 

Q. 1 suggest to you that, having regard to the 
fact that an industry has once been established and has 
a large production, that there is a very substantial 
resistance to change in location or decentralization? 

A. Yes. 

Q@. Amd it also follows that the principle applied 
to Alberta affairs, that there is resistance to change from 
& central locality to some new ground? 

Ky Thee PAeho, Sly 

Q. Would you also agree that in either case it 


has prospects of greater profit for industry and probably 
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higher wages for labor? 

Aa” Thet isa veryimportant. factor! ‘There? is® this 
question of imperfect competition, Mr. Chairman. I do 
not want to re-open that question but under a condition of 
imperfect competition there may be other considerations 
affecting the location and distribution of particular 
complaints within a business organization. 

Q@. I think that we have the position where that 
resistance is there, and I am merely going to suggest to 
you that you might require more than mere neutrality to 
change that? 

A. Quite; that is all we are asking for. 

Q@. You are just asking for neutrality? 

ne 108% 

Q. I thought you had gone a little farther yesterday. 
All I am asking you is that it is neutrality that you 
asked for, but are you convinced that neutrality would 
give you what you asked for? 

A. We are prepared to take a chance on that. 

Q@. If whatever relationships are disturbed, do you 
think that you still should have neutrality to-day which 
would produce a substantial. disturbance to establish industry 
elsewhere? 

A. That is precisely the problem that I posed yesterday, 
and I think it is the question of method that is involved 
revner Une e quecvion of- principle, The first point is 
that in particular cases it would have to be shown that the 
disturbance is serious.’ I think. din many ‘cases, and ‘I-think 
your question suggests that you feel the same way, that in 
many cases it won't make any very serious disturbance, 

Q. I was going to make this suggestion to you that I 
see a distinction and I was wondering whether you had 


neutrality in the establishment of a new industry which did 
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CHEN AOR 
not affect an established industry, neutrality would be 
Se revergaly7 | 

A. Mr. Harries mentioned this morning that he was 
having no promises of new capacity; that, perhaps, an 
adjustment in that case would not affect a particular 
balance to the extent that they wauld have to be closed 
down, but the change of relative profitability would be 
sufficient that any new capacity would tend to be in the 
producing area. 

Q. That would be the subject of an economical as 
Well as. a rave Study, would Lt not, “ifthe Board did 
consider this question? 

Ae LES. 

Q@. Would not the Board pretty well have to have the 
wisdom of Solomon to satisfy everybody on such a question? 

A. No, we have a lot of administrative boards. They 
do not satisfy everybody but we are not kicking them out 
of the window. 

Q@. I thought you were. I thought this brief was 
kicking out the attitude of the Board on these matters? 

A. We want to polish up the windows so a little light 
SSvs ini. 

Q. May I take it that your brief is not challenging 
the way of the Board as to the CRS ne power or the 
lack of power in the Board? 

A. That is somewhat a legal distinction that I am not 
sure that I am capable of drawing. Mr. Frawley put our 
position quite well this morning that it may require aoe 
thing in the statute or it may require a directive as to how 
they would interprete the statute. 

Q@. On page 5 there. is table there, Doctor Stewart, 
and that table shows the growth in livestock in the various 


provinces between 1945 and 1948, and the purpose of that 
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table, as I understand it, was to show the relative 
post-war industrial extension? 
THE CHAIRMAN: I think we had better come back this 


afternoon. 


The Commission adjourned at 1.00 p.m. to resume 
again at 2.45 p.m. this day. 


(Page 10860 follows) 
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REFER TO FILE NUMBER 


CANADA 


DEPARTMENT OF TRANSPORT 
ROYAL COMMISSION ON TRANSPORTATION 
February 9th, 1950. 


MEMORANDUM TO: The Chairman, ~ 
Dr. H.F. Angus, 
Dr. H.A. Innis, / 
F. M, Covert, Esq., K.C., 
G. C. Desmarais, Esq., K.C.° 


I enelose herewith Table, Investment in 
the Prairie Provinces by Provinces, as referred to at 
Page 10860, Volume 56 of the Transcript of Evidence. 
This is information which Professor Stewart undertook 
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P. L. Belcourt. 
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INVESTMENT - ‘IN DURABLE PHYSTCAL ASSETS COVERING ONLY 


MANUFACTURING, MINING, WOODS OPERATIONS AND SELECTED 
UTILITIES, PRAIRIP PETRA 1945 | 101948, 


(Millions of Dollars) 


t) 1 v q 
‘Year ! VANTTOBA 3 _ SASKATCHEWAN : "ALBERTA : TOTAL PRAIRIES 
ey se vos . F 
WS A a ea eS aie 
1946! Ue a Ee ee 3967 
or Bs ! 1.5 : m9 : 66.9 
ae ee 1 Mh ; | 112.8 
¢ ¢ \] ' 


Source: Revised Estimates as of January, 1950 by Economie Research 
é and Development Brench, Department of Trade and Commerce. 
The significant inerease in the revised estimate for 1948 
is explained by the fact that oil and gas drilling expendi- 
tures in Alberta in that year turned out to be considerably | 
higher than anticipated earlier by the soppanion apse hin : 
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AFTERNOON SESSION 
...The Commission resumed at 2.45 p.m. 
PROFESSOR ANDREW STEWART RECALLED 
CROSS -EXAMINATION BY MR. EVANS continued. 

Q. Professor Stewart, I was about to ask 
you some questions about the Table on page 5 and 
the first question I wanted to ask you was whether you 
had the figures for Alberta as distinguished from the 
Prairies as a whole which seem to be the figures you 
use an thie! Table? 

Bus INF 8 dm, 

Q. Would it be fair to suggest that in the 
period 1945 to 1948 there is a very strong probability 
at least, that the figures for Alberta would show 
probably, a somewhat greater growth than the Prairies 
as a whole? 

A. That is almost certain, yes. 

Q. And would it be fair to suggest that that 
difference between Alberta on the one hand. snd the Prairies 
on the other, might be very marked in view of some later 
developments in Alberta? , 

A. Yes, including the year 1948 it could be 
very marked, 

Q. Now, I suppose that in the statistics which 
you use, the Department of Trade and Commerce has not 
got the Alberta figures separate from the Prairies? 

A,  dneomisst Ia think, correco, Thisiis) the only 
source of this information that I know of and in this 
publication it is not broken down by provinces. Now, 
whether application to the Department of Trade and 
Commerce would make it possible to get the figures or 


not by provinces, I do not know. 
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Q. Now then, I assume Mr. Frawley would get 
those if they are available? 

MR. FRAWLEY: I will see. I will ask if the 
Department of Trade and Commerce have them. 

MR. EVANS: Then the second thing that I wanted 
to direct your attention to in the table, is the fact 
that looking at Montreal and Toronto, there has been, 

I think, relative to the province in which those cities 
are located, there has been a relatively smaller increase 
over the period shown in the table in the cities as 
compared with the province as a whole? 

A. Yes, there is just one point to notice there, 
Mr. Evans. The figures for the two cities are not as 
inclusive as the figures for the provinces, That: is 
pointed out in the footnotes and also in the concluding 
paragraph of the page. The one is for manufactured 
assets alone and the other includes manufacture, mining, 
woods, and select utilities. 

Q. Of course, my question was really related 
to the rate and not to the absolute growth, and I suppose 
if the rate of growth were materially different in the 
cities than in the province as a whole, it might well be 
that the conclusion could not be drawn that the effect of 
the growth in that period necessarily meant a greater 
centralization in Montreal and Toronto? 

A. It 1s impossible to conclude that from the 
figures. 

Q. I thought so too, and that is why I 
directed your attention to it. Now then, if I may igo 
back to a section of your evidence yesterday, you used 
what I thought (if I may call it so without being offensive) 
a homely example, when you «were talking about this 


general principle of neutrality and I think you gave an 
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example of the older days when the blacksmith flourished 
and the local maker of farm machinery was also active 
and you compared that, as I recall it, with the present- 
day concentration of the manufacture of farm machinery 
in large plants, particularly in the East. Now then, 
I would like to ask you this question. Do you think 
that is bad, necessarily? 

hos A NO. Sai. 

Q. And that is speaking for Canada as a whole 
as well as for Alberta? 

Be A Cai 

Q. Now then, does it follow that the consumer 
is in any way hurt by that change? 

A. Not by the process of increasing the size of 
units as such. 

THE CHAIRMAN: Please repeat that answer. 

A. Not by the increase in the size of units 
ae sucn.| That does not, =. T will: put... this, ways. 1 
think that increase results from technological eee 
ment very largely and the large-scale businesses which 
develop out of technological development I think are 
an advantage. 

Q. Does anything injure the consumer? 

AY wilt, te possible... Lt. tsupossibie, ingupy 
might be done to the consumer. 

Q. I suppose one would want to know the kind 
of injury? | 

A. We are back into imperfect competition 
again, Mr. Chairman. 

Q. Well, when we get the mystic formula of 
that we will take it up. 

MR. EVANS: What I mean, Professor Stewart, is 


i4f you had a concentration which was sufficiently 


 aubdon nee ee close meh 3 te vetee te 
“ Stypesas “Sie He Ey af frogs? ng ep apa: 


2 we wee - ee 


\ Wicaisest 6 p28 om petumae ails 3° ase endanp itis 
ae mete se 
> RR NS 2p 0 itt gt uke cui # ited 


a 


» + 
ant om >. r wert ae bod oe ¢, ‘ a r{ D kan “fo - evi e 
Ante wok 59 -ROM RAHN ERIE won, ten ot 
TET ROSE SRLS ORnD aoe fay See OS 
Pa > tic mane , 
| ; - 8etieesoosa poagn + Ne 
ee as ; ii => ler Para od ae At aS ee ee 
1 \ Coal ih “ ¥ 
Joa The OM ‘ & 74 
i duel, 2h ets ' 
Vs 
as au . , ee ; le a. 
a ys 7 at) ¢> 
; ne ke sm ; - 2 > 
; a > ee eee <n 
_ “or + A r at os (a 
i . an 2 ‘ a» ow & 
: SES the ae Pee eee 
at? 
¢ f ‘ hee EL 
Dw i esa ee ee 
ii 
, sees x i 4 a +) Lap § uy me ot 2% P. 4 rfi+> wor Fas 
Pa id rely 7 ‘ ad er AP eh ae Sie Wes kh 4 ea? . er : anlar 
I LoMotrie Notte tread! eae een eee, Tee ee eRe Cocca ee i 
ye f ‘s 


a ‘ 4 t 
t . Té 2" 
Las a abe re ’ OP PAs wy ors . eS tet 4 - 
a ae Lee ar - {ce als i HD 25 oe m5 Ey epi ee f aes . ; 
form By ad t rer 
a 43 no ody “ Ae 
aw yo 2d s [? 
E ‘ 
P Wi oh sh ¢ P tery r rvern - 
4 spp | oh bane y K Se athe - ~ S oP erie dike ee FRA 
7 « at yet aes | -T ee, hi ee ites ee ya hy er Mee 
' ‘ — , f. ton ; 
oy ie dv we aw a 4&5 4 ae La «a 
VASS) a ‘ F ty A ne a A | . 
| e - 
! . Lhd - 208 teat  Aosaces 
P Fa om - * i 2 ~ 
5 2 , F . 3 ie ph eek i 3 ie Nee r pittus 


7 f : ‘ fr. ’ P owe e re ee 4 iit we * 4 al dj bei? 
Ry, ae PRA US 2 “ # Aes o E p Se fei sake i Bese cory 3 en g 
taba FY ots “WP aah shee Poe ah te + £ 3 ORS ace ees OF. One " : 4: ines et uate is ais we : 


reno < 


} 
: - } - . 
i + - . ¥ rq ec - ia + fi ‘err. °F - ry 
x eats eo we ~ . * ee ae ‘ ‘, eS « te arr * £, 44 od Gu : nar ¥ = 
3 Oa LL Ree. Pee ete er G TS a 4 G4 A Tf in .: 
F «s ad 
3 4 Rx [ “uw ae 4 ti) £. a oe rr iy “ “J 9 SiG goleveb : 
bs ieee 2 a UR TS Ou ae loa ites 5 A ee hia 57 hte tn ile, To A Wad Dl 7 
‘z : : ; 
; a 
a | 
annw ~ one rc ~ > 
. 2g. 2d VOSS Py ea ¥ i 
* } oe Oe * 
‘ 7 
: . ma ‘ A 7 
> 4 4 : u . ’ Da - - 
PULA SR Pan Or or tae ye eee Pe 
.” ~ 
y 
: t ‘ ¢ 4 rl >. 
= ‘ f * - yy 
ype ' Fi . ~~ & o He vy r= 10 Oo Fee FF oth - 
‘ody ride hea 4 Aas ea ‘ : fo) ta ; © 
é «] ‘ yt! . ? my) eer x f +r > 
‘> Anis in Li Tere, é a a 
ete 2, fhe, OFS 0 ag BGs? 
} et i 
i ‘ i e + ¥ , oe Ping te P ~ - reece 7 rs 
Paap ivat a T Le “WwW Bed ' 9 lhe , HY ‘ & j Lp 
et mae. eS aR ay -4 Df Ae dh . ov | 
| pert Sey Wel os FREY CeCCH Courant, Beet a) at be sere mn 


1s 


’ a ree ike ; 
ae & ‘ walt. fas x oT OPE, 


: ig s) is “ oa Ae Be iy ne ° & 5 : y ; - 


oe gaat LS 


yacemres tin vies a RRE 


= LOGS. = Prof. Stewart Cr.ex 


concentrated so as to develop substantially a monopoly 
or, at all events, one of those terrible things called 
"combines" the consumer would suffer? 

Aewanteny. 

Q@. But I think you and I understand each other 
on that. but: what I was intending to put to you, if I did 
not make it clear, was that it does not follow that every 
geographical location or centralization of industry apart 
from those abuses would hurt the consumer? 

A. No. 

Q. And it follows that the disappearance of the 
blacksmith and your local implement manufacturer does not 
necessarily hurt the consumer? 

A. No. 

O.. So it is there, I think, that we need vo 
point this up a little bit because the disappearance of 
the local implement manufacturer might be a matter about 
which you, as a representative of Alberta here today, 
would complain? 

A. We do not. 

Mee), Youndo not? 

A. No, we are not complaining. 

Q. Then may I put it this way, that no part of 
your presentation today is intended to express regret 
that agricultural implements are not manufactured ue 
Alberta? 

A. Positively, not on any blacksmith level. 

Q. I did not mean blacksmith literally; I was 
merely using your language. How about the local implement 
manufacturer? 

A. Provided that it were possible. After all, 
the areas of consumer of agricultural implements, the 


consumption (if we can use that term) of agricultural 
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implements is in the west. There is a large local market. 
Therefore, the advantages of consumer location which 
apply in certain industries and make for location in 

the east, would seem to apply so far as the implement 
industry is concerned in the west, and I conceive it 
quite possible that at some stage we may develop a vols 
facturing industry of agricultural equipment bringing 

in, say, raw steel and doing the processing close to 

the point of consumption. Our position is that we do 

not want -- 

THE CHAIRMAN: What about the point of the 
raw materials in this case? 

A. Well, we may discover the raw materials. 

Q. But for the present you are not worrying 
about that? 

A. No, we are not asking for any sort -- 

Q. You are content to allow the implements 
to come into Alberta from the East providing you get 
as cheap freight rates on them as possible? 

A. That is our position here, yes. 

MR. EVANS: So actually, the position really 
gets down to this, that the cheap freight rates on agri- 
cultural machinery manufactureg in the east might 
actually be a deterrent to the manufacture of those same 
implements in Alberta or in the West? 

Ke Yess possaply. 

Q@. So that in the case of agricultural implements 
you are prepared to forego this neutrality in order that 
the farmer might get cheaper implements from the east? 

A. Frankly, I have never considered the question 
of neutrality on rates in connection with that problem. 


I do not know whether they are neutral or not. 
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Q. I have not either. 

THE CHAIRMAN: There is no competition in sight 
there. I suppose the question of neutrality occurs when 
there is competition, but here, you see, there is no 
competition. Professor Stewart Says up to the present 
they are content to allow those implements to be made 
outside provided they are brought in to the consumer in 
Alberta at reasonable rates of transportation. Isn't 
that right? 

Bay Leah 

Q. So there is no competition? 

MR. EVANS: If that were the position taken 
by Alberta I think I would be inclined to sit down now. 

THE CHAIRMAN: Well, that is the position. 

Me eo) wl Gon putn ink sO sare i tehanic 
they have said that "We have a paucity of secondary 
industry here and we want to get that secondary industry 
where it does not exist now" and therefore, the fact 
that there is no competition from Alberta today does 
not int lvente, their uettatude. 

THE CHAIRMAN: But up to the present has not that 
desire for home industry related itself to cases where 
the raw material is in Alberta - the meat, the PEVeER LOCK, 
the gas? That is the sort of case we have been hearing 
UpetoO, tne present... Ts not. that.so? 

MA. BRAWLEY ty Yess sir, 

THE CHAIRMAN: It is quite different. Up to the 
present there is no thought of mamfacturing farm implements 
in Alberta so the question of competitive rates for the 
transportation of these implements does not seem to me to 
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MR. EVANS: I was just trying to Stas that up 
with the witness. Now then, returning to “this question 
of neutrality would you agree thet in substance the 
neutrolity which you want is related meinly to the réletion- 
Ship established by the Pamdeeou tout ratio of the 
secondary industry? I om thinking of the ratio of the 
weight of raw materials to the weight of product. 

A; Thet is the wey you have to look at dees 
Mr, Harries went over this point in some detail this 
morning end quoted from the Americon Suudy “on this 7 end 
While we say that it is impossible Vernere .COstax 2 
definite and rigid relationship over this in terms of 
the input-output relation, that you heve to establish 
this relationship. 

Q: Theat is ae11 I want. It is not that I om 
holding you to any exact percentage because I think it 
would be considered thet that is not possible, but I do 
want to get clear with you thet the prime consideration 
which fixes the limits within which this neutrality must 
Operate is the input-output ratio ? 

A: I think that is a fair statement. 

Q: Now then, what would be the posiuion. 2f *the 
cost of service on the finished product were such that it 
would be impossible to establish that input-output retio 
as the relationship in rates? Would you still take the 
position that that ratio should epply and thet one should 
disregard the elements of cost of service? 

AY “As'“lseevic, ft would be quite open to the 
Board, after hearing the sort of applicetion that we have 
in mind, to soy that it is impossible to apply the principle 
in this case, end I see two possible situations in which 
the Board might well do that. One is where it ssid "There 


are a lot of different materials Sonne into this,” Tt"ts.4 
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complex product, not like the livestock-meat thing and 

it is just impossible to determine the answer to the 
question of what would be neutral rates in this ease. 4and, 
therefore, you have not proved your case because you 

cannot prove it, end, therefore, we cennot apply it." 

That would be one. The other has reference to this con- 
Sideration of other rotes on moterials and other rates 

On tinishedsproducte and.t thick 1% would be open to the 
Board to say that to meke en adjustment of the reclative 
rates to effect neutrality would so offend other principles 
of rate regulation that the Board could not conceive of Oe ve 

Q: I think I understand your answer, but might I 
put it to the homely level of illustration. Let us 
Suppose that the input-output ratio could be established 
at two-thirds or say that the product was two-thirds of 
the input-output materials. Take as Ssimple..a.case..as you 
can that of one such as wheat and flour. Now then, that 
relationship would then be that the rate on the product 
would be one and a half times the rate on the inbound 
Melerisl»to establish neutrality? 

Pag oe es toe 

Q@: Now if it were shown that the cost of carrying 
the product were twice ag great, would you give any effect 
of would you have the Board give any effect to the difference 
in cost of service 3s distinct from the relationship on 
a neworeality basis? 

A: Well, personally I am not very enthusiastic 
because the cost of service DrreGin le Lithinic. te 
impractical. I just do not think you can determine the 
cost of service so that that would be my answer to that 
question, 

Q: I am not speaking of cost of service as a 


principle, but supposing it could be shown that the cost 
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of service was double, you sey that your lack of 
enthusiasm for the cost of service principle would be 
such that you would disregard the cost of service and 
come to the neutrality principle basis of input-output 
ratio? 

A: I would think that the Board could properly 
take whatever evidence could be given on cost of providing 
Service and take that into sccount, 

Q@: Now, which would you advocate should take 
precedence in the matter of the fixing of rates? 

A: Neutral rates. 

Q: Now then, let us suppose that in the same 
case the manufacturing processes were to contribute to the 
value of the finished product as compared to the value 
of the raw material, a value of say five times the value 
of the row material-=-would you concede anything in your 
neutrality principle to the value of service? 

A: Yes, I would concede something to the value of 
Service, although that is equally difficult to determine 
precisely. | 

Qe? Well (Lf think yow and awit agree thet in the 
Sclence of rate-making, while the value of service principle 
does epply, 3s Mr. Harries quite properly says, there is 
no exact measurement, and I suppose it elso follows thot 
alsocost: of service enters into the rate-making, that 
there is no exact measure of the cost of service. But I 
do not want to tie you to anything so fine as thet. T 
really went to get you to say whether in the event that 
both value and cost of service indicate thet the finished 
product could stand the higher rate, thet the railways 
were actually exposed to higher costs of carrying the 
finished product, would you then give precedence to your 


input-ouput ratio or your neutral principle in rate-making? 
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A: I think it would have to be determined by 
the Board on the evidence before it and as to the extent 
of the edjustment that was required the degree to which | 
it might offend the cost of Service principic or the 
value of service principle, to decide whether it was 
possible to apply it. Now, thst is what we mean by 
Saying the Board would have to look at the retes charged 
for other products and, Supposing you hed an input-output 
ratio of a thousand to one, to take 2 very extreme 
illustration, we are not asking thet you should spread 
the retes between the two so that the rates are a thousands 
to one. That is utterly ridiculous. We quite well see 
thet, 

Q: That might be true in your gas example where 
you ere using some of the chemical content of gas? 

A: Yes, in that case it is impossible to apply 
n By vig 

Q: Now, it seems to me that you end I are not 
too far apart in some of these things but where you are 
Suggesting either legislation or direct action you would 
have to be extremely careful to avoid tying the hands of 
the Board: in those respects, would you not? 

Ai” ican sce ereat dirriculty in framing what 
we would like to see in the Act about this. That is 
true, yes. 

Q: And I was going to suggest to you thet 
actually the theory of reasonableness which I think there 
has been some tendency to deprecate in relation to the 
attitude of the Board, really is the fundamental problem 
in dealing with relationships in rates generally, is it 
not - reasonableness having regard to the avoidence of 
extremes end tying yourself too closely to rigid 
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A: I egree with ee entirely. 

Q: Then I suggest to you, and I do not know 
whether you disagree with me or not, that reasonableness 
OL -rates.is the basic principle which the Board adopts 
in considering these very relationships you are discussing? 

A: With this modification, that we would like 
the relationship between raw material rates and finished 
products rates to enter into the consideration of reason- 
ableness. 

Q: Now, do you suggest that they do not? 

“A: Absolutely. 

Q: Now, without arguing with you, I suggest 
that that is the very thing thet the Board does consider 
and that is the very thing that the Interstate Commerce 
Commission considers, but let us not argue about it. 

Now then, I think I am almost ready to leave that dis- 
cussion. Now then, I think there sre just two more questions 
on Unat. au0Onens this athe relationship between the raw 
material and the finished product which would be necessary 
to establish neutrality would be different in every case 
where you were dealing with plants in different locations, 
that is to say, if you have a different haul on the raw 
material and a different haul on the product, you would 

have as many different relationships to look at as you 
would have plants and sources of raw materials? 

ne, lnorceune that ts so) ives. 

GQ: Yououthink that: is iso? 

ed i eee LAO LO. VOM TI eeOi. 

Q: Because I think the examples in your brief 
indicate that you never get two relationships the same 
on any given level of rates unless you have complete and 
absolute parity of rates between raw materials and 


finished products? 
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A: Well, as we are unable to establish precisely 
whet parity is, we cannot just say that that is so. 

Q: I do not want to go too exactly into this, 
but I just want to leave this thought and see if you 
agree, that you would have one relationship, say, meat 
and livestock, one relationship existing under the 
existing rate structure as between Alberta aneh Say, 
Manitoba, and quite another relationship as between 
Alberta and the Eastern packer and you would have to 
find some mean adjustment, would you not, and that the 
extent to which that mean would cover a given situation 
would depend on the number of packing plants that you 
had to take into account in adjusting your so-called 
neutrality? 

A: The density of the conditions would affect 
the applicability of the significance of a general 
application! to, particular plants,» that: is true, 

Q: Now, the last question I wanted to ask 
you about this was a variation of another. If you came 
to the point where the Board had fixed a reasonable 
level of rates for the finished product or the raw 
material and the other had to be brought into relation 
with that to meet your input-output ratio and the adjust- 
ment resujlted.: in 3 non-compensatory rate in one of the 
other cases, whet would you do? Would you raise both 
rates? 

As Weil's Gan IL go back to your original 
assumption which was that the Board had set a rate? 
Now, the first thing I would ask would be: "Would the 
Board in setting this rate take into consideration the 
relative rates when it set that particular rate?" If 
not, I am not interested in the rate they set. 


Q: I am sure that it was my fault you have not 
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seen my point. Let me put it this way. You spoke now 
of a desirable change and the Board in the pest has mid 
that "The rate of (we will say) packing house products 
or fresh meats is SO muck and that is reasonable". Now 
then, if you found, as is the suggestion in your 
brief ,that the relationship between livestock and meats 
is not satisfactory and youthen had to reduce the level 
of livestock rates - 

A: I do not concede that that is necessary because 
I think the first rate is itself given subject to revision. 

Q: That is all I want to get, but what you would 
do is,you would decide what the relationship would be and 
you might have to adjust both rates upwards to maintain 
the relationship and to make them compensatory? 

A: I can conceive that that would be possible in 
particular cases. 

Qs cThatiis-alis Ledonit .want.toveet. into detail. 
Now: then, on Page 6,:it is really a variation of earlier 
eross-examination and I don't want to repeat it, but there 
is a suggestion there that seems to be critical of the 
value of concentration of industry in its verious branches 
into geographical areas, and you are suggesting that that 
is a fundamental weakness in economy. Now I gather there 
that you are speaking of the economy of Albertaand not 
of Cenada? 

THE CHAIRMAN: Where do those words Pecurs., Mr. 
Evans? 

MR. EVANS: On Page 6, the last line of the second 
complete paragraph "Fundamental weakness of the economy". 

Ac! (Therelare a number of\ipoints  - 

THE CHAIRMAN: It says "The weakness of the economy 
in this region or of the units of government in this 


region", 
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MR. EVANS: I wanted to know whether he meant 
by "this region" Alberta or the preiries. 

A: I am referring to the Prairie regione fou 
might notice in the peragraph immediately preceding ,the 
last sentence ,we refer to the strategic Significance of 
decentralization of industry. I do not want to argue 
this point, but I think we are very sensitive about the 
whole question of accumulation and concentration of 
industry just now, 

Q: You would not feel like dropping "in this 
region" and saying "the economy of Canada", or would 
you go that far? 

A: Well, it hes been a weakness in some 
respects in that we have been largely a raw material 
exporting country. 

Q: I think, putting it as fairly as TI can, that 
might be considered to be a weakness of the prairie 
economy and not necessarily be a weakness of Canada as a 
whole? 

Any Well; We are a) partoand if a.pert is 
diseased then the whole is disturbed. 

Qi at 1b ie disdased, yes. We perhaps differ 
on whether this constitutes a disease or whether it is 
Ss little conplaint, 

THE CHAIRMAN: Doesn't that paragraph simply say 
this, that the weakness of the economy of the prairie 
region is the fact that industrial expansion in that 
region has been relatively slow? 

MR. EVANS: Yes, 

THE CHAIRMAN: Is thet what you are Saying, 
doctor? 

A: Yes sir. 
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that you are really concerned with the sort of economic 
arguments which might be developed in relation to Alberta 
which have been developed in relation to Canada as 2a whole? 
A: Yes. We have a very felicitous phrase about 
integrated balanced economy which Dr. thn sy fo chinky wi LL 


recogniZe, 


(Page 10870 follows) 
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CROSS-EXAMINED BY MR. BRAZIER: 

Q. Just one question, if Limienbstarising.out of 
Mr. Evans' cross-examination, Dr. Stewart, you stated in 
answer to a question from him that you felt the cost of 
service principle impractical, is that correct? 

Aw rsYes:. 

Q. Now, were you thinking of it based on the cost of 
service of an individual shipment or in what way. were you 
considering the cost of service being based? 

A. IT am thinking of the whole problem of costing in 
a business like the railroads, where you have joint products 
and facilities and various things to allocate and distribute, 
and I don't just think it would be practical to do it with 
any degree of accuracy at all. 

Q. You don't think that average system costs can be 
worked out for different products? 

A. Certainly they can be worked out, but the question 
is what do they mean? | 

MR. FRAWLEY: tr. Stewart, I am sure Mr. Brazier would 
not mind if you would partly turn your back on him and 
address the Commissioners. 

THE CHAIRMAN: If you would speak louder it would be 
bettdr. 

THE WITNESS: Mr. Brazier asked me whether it would not 
be possible to set up an accounting system to work out the 
cost of service and my answer was it is perfectly possible to 
do it but my question is: What does it mean when you get it? 
But I don*-. know: 

THE CHAIRMAN : MQ. Vou, doin ‘thknow? 

A. No. 

COMMISSISONER INNIS: Q. It has not been done? 
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be applied to the establishment of rates and used 
a8 2 Dasis,rnot fs. 2 ietrret guide, but as a means 
by which rates could be judged? 

Asiiteseemsito mes Hnethis problem, I don't know 
one Single principle or one Single way of getting at 
the answer, -- that .an organization, an agency like 
the Board of Transport Commissioners, must call upon 
all sorts of reasonable and sensible considerations 
which will help them to get at an «answer, and it 
may be that some costing device might be useful in 
doing thatpebut not by itsélr. 

THE CHAIRMAN: 9. You think vney “dono "do “those 
things today, apparently? 

A. I don't know how much costing the Board does. 
inva sorry “a tcannot: tet? you. 

THE CHAIRMAN: Go on, Mr. Brazier. 

MR. BRAZIER: Q. If such costs could be worked 
out, would you agree that it should probably be the 
principal factor taken into consideration when 1a a ea Wig 2 
as rate? 

A. I don't know how to answer that, Mr. Chairman. 
When you are really setting up imponderables, I don't 
know how you can apply percentages. 

THE CHAIRMAN: Q. That is what you call "imponder- 
ables"? 

A. Yes, when you are weighing them, I don't know 
what ibtates No, I cannot answer. 


MR. BRAZIER: You cannot answer that? 
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EXAMINED BY MR. COVERT: 

2. First, Dr.Stewart, I think you say, in effect, 
that the long run solution of the railways' problem is 
increased volume and not higher rates, and that volume 
can be created by developing the nation's reseureds; 
And I would assume that generally speaking, that would 
be a task for the provinces individually to look after, 
would it not? 

A. The provinces have jurisdiction over their 
netural resources. 

we CB 

A. But a sympathetic federal government would be 
very important too. 

Q. I was wondering, you are not suggesting that 
this.-Commission should make any recommendation with 
respect, to, that. are you, aS 4 practical, solution to 
the transportation problem? 

A. Well, I think it would be sufficient to point 
out that in the past the federal government has been 
avery substantial instrument. 

Q. And that they should continue to do sa’? 

A. That 1s a good thing to do, yes. 

Q. Then one other question, and that had reference 
Co, 28 (lL. understand iv, the position that Alberta 
takes is that industry should have:aright to complain 
to the Board of Transport Commissioners that rate re- 
lationships are such that they are not neutral? 

Ae Yes. 

9. That 1s.correct. | And would you think, -I 
gather that you suggest that the Board should have 
very broad powers looking into all phases of the matter, 
and not be guided by any strict rules, but that they 
should be able, perhaps, to administer equity, is that 
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your idea? 
A, Im the non-technical sense of the term, yes. 

Q@. In other words, they could hear any reason 
set forth, there would be no exact guiding principles 
about the compensatory nature of rates, or -- 

A. Well, there would be guiding principles, but 
neo precise application ‘of then. 

Q. Now, when you say there would be guiding princi- 
ples, could you give us an example of some of those 
guiding principles that you have in your mind? 

A. Well, I have already suggested that the in-put, 
out-put, relationship is one of the things which would 
lead you to determine whether a rate is neutral or not, 
a-rave: releviLonsint pe 

A. My reference to the consideration of rates on 
other materials and on other products would suggest that 
the value of Secs principle would be under consideration, 
perhaps the cost of service as well, but weighing all 
these things that the Board can say that an adjustment of 
a certain Ae tey kind would not often--- the value of 
service principle would be more applicable to the cost of 
Service principle than it now is, “and yet would met ‘this 
principle of neutrality and they would say in that case it 
is soaaenas to grant this application. 

Q. In other words, what I want to find out, they 
would ‘take everything into consideration that was 
presénted to them that they would consider relevant, 
that is your view? 

A.“ Relevant, ves. 

Q. Would there not be a danger that they might 
consider one ease and administer equity and then another 
case would come along and all kinds of new things that were 


presented to them, and the result would be that you would 
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have onedecision in one case and an entirely different 
decision in another one. Would you be afraid of that? 

A.sWell; Ll amthinking-of a.case’ like the meat- 
live#tock case. Now, we are not arguing this case here, 
we are using this as an illustration. We could do the 
Same sort of thing as the I.C.C. has done in the States, 
and the application would come forward from somebody or 
Other, but in dealing with it they would deal with the 
issue on meat-livestock. 

THE CHAIRMAN: Q. Deal with what? 

from Dea] with the issue of meat-livestock rates 
on some general basis and then you have no application 
Or consideration as far ag that problem is concerned. 
samebody else might come along with timber and pulpwood. 

‘Q@. You use livestock -- why livestock? The condition 
on livestock has come before us in two aspects, Mr.Frawley, 
in this inquiry. In the first place,there is the aspect 
where you compare or relate the transporation of 
Livestock to, that .of. meat. 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: And you think the spread is too great. 
The other,then,is where you take livestock as being itself 
an industry. 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: Anxious to get outside markets .away 
down in the United States and so on and therefore anxious 
to have as low a rate as possible. Do you see any 
conflict in that case, in the two cases, within the. two 
aspects of the transportation of. livestock? 

MRsy FRAWLEY<|. I see nox.confiiict' at. all. 

THE CHAIRMAN: One from a point in Alberta,say,to a 
a point in Calgary and another from the same point in 


Alberta to the United States, or Winnipeg. 
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MR PRAWGEY fe Yes." St. Paul. 

THE CHAIRMAN: St. Paul. In that second case, of 
course, you would desire to have low freight rates. 

Pie He ubees | Prieur “ra ete eS. 

THE CHAIRMAN: And that is one of the grievances 
there, that those rates having been made low at one time 
were then increased and so on. Yow can think it over. 

MA. PRAW LEY: * Yes, sir. : TD dem't,. recall’ =~ ‘certainly 
we-have not advanced any argument to the Commission that 
the, raveson livestock: for shipping livestock to St. ‘Paul 
are. TOoOmigh:. 

THE CHAIRMAN: No, but I don't know whether your 
desire'to have Wivestock cso from a "point tn Alvertato 
another point’ ‘in: Alberta where ‘there tsa’ manufacturing 
plant, a processing plant, would lead to a higher freight 
ee the livestock and a lower freight rate on the 
meat going to Vancouver. 

MR. FRAWLEY: Yes, we assumed that we faced the 
consequences. We said it didn't matter whether or not 
the livestock rate had’ ito’ come’ up' or: the meat’ had ‘to come 
down. We wanted a better relationship. 

THE CHAIRMAN: Are you thinking how that would affect 
your livestock shipments outside of the province, from 
the province to places outside? 

MR. FRAWLEY: Am I being conscious of that in 
advancing this proposition? 

THE CHAIRMAN: Yes. 

MR J PRAWLEY "Yes, sir, I am. 

THE CHAIRMAN: And you think there is no conflict? 

MR. FRAWLEY: I think there is no conflict. 

THE’ CHAIRMAN: All right, Mr. Covert 

MR. COVERT: There was a complaint or at least a 

sisgeation, I believe, in Alberta by one of the witnesses, 


I forget the name of the submission, Mr. Chairman, where he 
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came on after the Gainers’! brief had been submitted, and 
he suggested that it would be a v.ery bad thing if the 
Paves On livestock were raised, because I think, if I 
remember correctly, he suggested that that would prevent 
them from getting a good price for their livestock. 

MR. O'DONNELL: That, Mr. Chairman, is the evidence 
of Mr. Allen at page 2291, which reads: 

"T had no opportunity of reading the submission 

made by Gainers, and I would not want to venture 

an Opinion on it. All I heard was. the discussion, 

and 1 could) not cateh all parts of it’... There: was 

One pert, however, thav L should like to’ comment on, 

and that was what I took to be a recommendation that 

@ preferential tariff be established inside the 

province, that is, that local, packing plants: inside 

Alberta get a preferential rate that would enable 

a greater enn of processing to be done inside 

Alberta. I ‘feel: certain that would not’ meet with 

the approval of the producers because that would 

eliminate the competition which we get from outside 

buyers in Vancouver, Winnipeg and other places. 

I feel certain that would be strongly opposed by 

the producers! organization." 

MR. COVERT: Q. Now, what I wanted to ask -- 

MR. FRAWLEY:; I think I will have to intervene now. 
I was waiting for this. I. knew that it would be a 
miracle if my friend, Mr. O'Donnell, did not take the 
position he has taken. 

MR. O'DONNELL: All I have done is to read what 
Mr. Allen said. Mr. Covert indicated that he would 
like to know where it was. 

THE CHAIRMAN: As a matter of fact that runs 
through oe mind. 

MR, FRAWLEY: That is righy. 
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THE WITNESS: Mr. Chairman, there is one minor 
point here. Mr. Harries is much more familiar with this 
particular case probably than I am and if it would be 
more appropriate to take it up -- 

THE CHAIRMAN: We will let Mr. Frawley say something. 

MR. FRAWLEY: Yes, I have quite a bit to say. 

THE CHAIRMAN: I asked you whether you saw any 
conflict in the two different aspects. 

MR. FRAWLEY: And I said I thought there was no 
eonflict: 

THE CHAIRMAN: Yes. 

MR. FRAWLEY: Now, after the meeting in Edmonton, 
and in view of what I am sure my friend Mr. O'Donnell 
will not mind if I use the word his dramatic cross- 
examination of Mr. Allen, my friend Mr. O'Donnell left 
thinking "that is just about the end of my friend Mr, » 
te Oats parity". 

MR. O'DONNELL: I didn't think anything of the kind. 

MR. FRAWLEY: We conferred with Mr. H. W. Allen, 
the President of the Alberta Livestock Co-operative 
limited, and we discussed with him the possible, not 
misconception of his evidence, but possible innocent 
misinterpretation that might be put upon it. We read 
to him what he said and what he said was this: 

"T had no opportunity of reading the submission 
made by Gainers". 
You will remember that Gainers! representative made a 
long presentation in Edmonton, they filed a short 
exhibit and spent some time in discussing the highlights 
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"T had no opportunity of reading the 
submission made by Gainers, and I would not want 
CO Venture an Opinion on it. “ALL T heard’ was: the 
O’sCussion, sand could not catch. ell parts of it, 
There was one part, however; that I should like 
to comment on, and that was what I took to be 
a recommendation that a preferential tariff be 
established inside the province, that is, that 
local packing plants inside Alberta get a 
preferential rate that would enable a greater 
amount of processing to be done inside Alberta.' 
THE CHAIRMAN: A preferential rate on what? 

MR. FRAWLEY: On livestock. 
THE CHAIRMAN: Going to their plant. 
“MR. FRAWLEY: Yes sir. 

"I feel certain that would not meet with 

the approval of the producers because that would 


eliminate the competition which we get from outside 


buyers in Vancouver, Winnipeg and other places." 
Now, as a result of the discussion that we had 
with Mr. Allen and his Board of Directors, we have 
received this letter from him: '"Winnipeg, Manitoba, 
November 11, 1949"-- and Mr. Harries calls my attention 
to the fact that the Alberta Féderation of Agriculture, 
-- which includes the Alberta Livestock Cosoperative operators, 
were present at the discussion, 
"Dear Mr. Frawley: Re Livestock and Meat Rates. 

As a result of the discussions which took 
place between the Board of Directors of the Alberta 
Livestock Co-operative, Mr. Hu Harries and yourself, 
I have been instructed to convey to you our Board's 


opinion in this matter. 
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Our Board is of the opinion that the Alberta 
Livestock Co-operative should support the pro- 
position that Alberta is advancing regarding raw 
material and finished product rates. This pro- 
DOSition 18, OF course, ‘Stated in the brier 
titled ‘Industrial Location in Alberta and the 
Present Rate Structure’. Our understanding of 
that proposition is that raw material and finished 
product rates should bear a relation to one 
enOtner-inserar as Industrial Location 4s concerned. 
Furthermore, we are whole-heartedly in support 
of the proposition that nothing in the railway 
frpeiehnt. rate structure should berallowed sto 
militate against the development of any secondary 
"industry which uses raw material derived from 
SOUrces WLThin the Province. 

We believe further that the acceptance of 
this proposition does not mean ‘. that the secondary 
industry should seek or should get -- should seek 
OF (Enould eer =-preferential consideravion in 
the mMatcer of 1reieht rates...) That 18,.we don't want 
to see the producer of the raw material placed 
in tne Nends of the processor because the producer's 
market for raw material is limited by adjustments 
in tne Treipny race SL ruc ture:, 

In the matter of our own industry and the 
relation between meat and livestock rates, the 
producers of Alberta believe that’ in no circum- 
stances should local Alberta packers be put in 
a preferential position over packers outside of 
Alberta. The Alberta livestock man looks to 


outside markets to provide an ever necessary element 
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of competition, and under no circumstances do 

we wish to see that competition removed by the 
appligatron or AarzificiaL impediments which give 
the Alberta packing industry preferential con- 
Sideration. We are not, however, unwilling to 
give the Alberta packer an even break with the 
packers from other Provinces. 

The importance which livestock men attach 
to the free movement of livestock to points outside 
the Province is illustrated by an instance which 
occurred at Winnipeg only a week ago. 

At a meeting in that city between representat- 
ives of the livestock producers of the three 
Western Provinces, and Mr. L. W. Pearsall, and 
other representatives of the Dominion Marketing 
Services, the government representatives were 
asked to consider certain vital changes in hog 
grading regulations for the sole reason that these 
regulations slowed up, and in some cases Seriously 
hampered the movement of live hogs from Winnipeg 
to Eastern Canada. 

In this case, little or no criticism was 
direetéed-at the actual regulation, the whole 
objection was to the fact that the regulation 
left the Selling Agency in the position . where 
they could not so readily offer the livestock 
in question for sale to either local buyers on 
the one hand, or to Montreal and Toronto buyers 
on the other. 

Hoping that this statement will convey to you 
very iclearly our position in the matter, I remain, 
YOurs) very truly, H. W. Allen, President, Alberta 


Livestock Co-operative Limited." 
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And I would like to offer this letter as an exhibit 
and I have some copies for the commissioners. 

MR. COVERT: It has been read into the record and 
I don't think we need it as an exhibit. 

THE CHAIRMAN: Yes. 

MR. COVERT: I didn't know that innocent question 
WOUTd lead Loraliyvinis . 

THE CHAIRMAN: He refers to the preferential 
treatment. 

MR. FRAWLEY: Yes. 

THE CHAIRMAN; It would appear to me in one 
aspect of that question he is OPPOSedy co Wey! Dus 
in another aspect to be in favour of LG, Ls that 
in your mind? 

MR. FRAWLEY: He says he does not want . preferential 
treatment to the Alberta packers. He Says that very 
pLainiy, (Sar: 

MR. O'DONNELL: He understood what he was asked 
when we were in Edmontcn, My Lord, and I do not know 
that that is the right way to do things, to go around 
and see a witness after he has taken a posicion. And 
Mr. Allen, you will remember, is a very prominent 
gentleman, and a former cabinet minister. He was asked: 

"Have you any suggestion about the proposal 

that there should be parity on rates as to livestock 

and meats?" 
and I read what he said, and Mr. Frawley read 1t, so that 
1S tne end. Or whe Buc Mr. Frawley or ::whoever went 
around to see Mr. Allen after he had taken that position,and 
he endeavours’ to procure a Slightly different statement 
by means of producing a letter which is now read,.and 
which precludes any further discussion with Mr. Allen 
by way of Cregeee amination, Deon leer ink thats 


quite the way it should be done. 
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THE CHAIRMAN: Perhaps I raised more of a storm 
than I intended to raise. 

MR. FRAWLEY: No, I realize it would be raised 
in any event. 

THE CHAIRMAN: I just wanted to understand from 
you that you have no regrets about advancing in one 
field rates which were favouring the shipment of livestock 
outside of the province. 

MR. FRAWLEY: At any rate, I am here representing 
the Province of Alberta and I presented the brief of 
the Province of Alberta, and that is why we have 
presented this, so that there may be the proper 
relation. Now, we must understand the setting in 
which Mr. Allen's answer is taken. Gainers had gone 
me wet Chel ei beler i chaceis not: what Tt am submitting 
here, Gainers wanted a lower rate on livestock, to 
Syphon the livestock into their Edmonton plant, that 
was what Mr. Allen was commenting on. Surely before 
we finish our ‘Presentation I should show by this 
letter that is not what we are asking. We are simply 
discussing the relation between rates, I mean, and 
asking them to be neutral. And that is why I have 
read Mr. Allen's ‘letter. Now, I am going to stand 
on what Mr. Allen said on page 2291 and what he said 
lm the letter : 
| MR. O'DONNELL: I do not see that the letter 
should have ‘anything’ to do with it... (Mr. ‘Allen took 
&@ position at page 2291 that is very very clear: 

"Have you any suggestion about the proposal 
that there should be parity on rates as to livestock 
and meats?" 

And having taken the position and for them to solicit 
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Mr. Alien said, it is not quite the right way to 
do it. 

MR. FRAWLEY: My Prentice not the right 
thing to do. I say I would have been derelict 
in my duty if I had left this page as it stood in 
which he says what I thought to be a recommendation 
for a preferential tariff on livestock inside the 
province. I want to know more than Mr. Allen was. 
saying there. Now, my friend is saying "you should 
have left this"so that in February or March when we 
came around to discuss this, he could say "The 
complete answer to Mr. Frawley's case is what Mr. 
Allen said at page 2291". That would have been 
eminently unfair to my case. 

MR. O'DONNELE: I read his evidence to begin 
with, and you read his evidence, and that is when 
it should have been cleared up. 

MR. COVERT: We have got all the information 
now, I think we might get on. 

MR. FRAWLEY: It is all very well to brush it 
off that way, Mr. Chairman, and I certainly think 
that should be done -- 

MR. EVANS: You have not any letters from Mr. 
Purdy and Mr. Coppock who took a similar position 
at the Alberta hearings? 

MR. FRAWLEY: Now, I cannot allow that to go 
unchallenged. I want to see when Mr. Coppock 
and Mr. Purdy took @ similar position. 

MR. O'DONNELL: It is all on the record. 

MAY. DVANS eho will be elad to<cdo that. ‘The 
Western Stock Growers! Association witness, Kenneth 
Coppock, at the hearing at Calgary on June 14, 1949, 


at page 1903, the witness said to raise the rates 
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further would in his judgment greatly undermine the 
long term position of the industry. And there was 
Purdy,a witness for the Federated Co-operative 
Services Limited, who took a position complaining -- 
as a matter of fact, one thing I recall was the 
comparison between the level of livestock rates in 
the Maritimes and the level of livestock rates. in 
Aiberta. 

MR. FRAWLEY: That has got certainly nothing 
to do with what I am advancing here, that there 
should be a proper relationship between meat and 
livestock rates. Nobody is discussing that. 

THE CHAIRMAN: I think you want that relationship 
to be established without prejudice to the operations 
of the livestock producers who ship their livestock 
UO (Une “markets “Outs lae -ol”’ the “province. 

MR. FRAWLEY: That is true, there is no doubt, 
and that takes us into a very large field, sir, because 
I am here to protest against the people of Alberta 
being and;permitted to rremain “newers “oF “wood and 
drawers of water and shippers of livestock on the 
hoof forever and forever -- 

MR. COVERT: Amen. 

MR. FRAWLEY: My friend says "Amen" and I am 
willing to soa rs amen. Probably we will bring it 
up again at another time. 

MR. O'DONNELL: Are” you going to bring Mr. Allen? 

MR. FRAWLEY: Yes, I will bring down Mr. Allen 
if my friend thinks’ I have done anything unethical 
or unprofessional or wrong. Towiidl, pringo ir. Allen 
here’ at thé expense of the Province of Alberta if 
you wish <- 


MR. ‘COVERT: No. 
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MR. FRAWLEY: So there will be no question how 
he stands about the thing. If it is thought I have 
done anything that is in the slightest degree improper 
tear the letter up and I will bring Mr. Allen here. 
It seems to me I would be bound in fairness to myself 
to bring him. 

THE CHAIRMAN: Always remember that this 
Commission cannot Pik PaLes (Tor how. 

MR. FRAWLEY: That is right and that is what 
we have been saying throughout the piece. 

THE CHAIRMAN: We can only recommend certain 
principles to be followed in fixing rates. 

MR. PRAWLEY;: That is right, sir, and I hope we 
have been talking principles to the Board. 

THE CHAIRMAN: All right. I thought perhaps 
there was some injury to the principle in the two 
ways in Which wyou bring) tticout, ) 

MR. FRAWLEY: That is right, and I will have 
to take the responsibility if any injury results to 
the livestock producers, from this perfectly proper,, 
as [ submit, from this principle which I am asking to 
have established. 

MR. COVERT : Could I question the witness now? 

THE CHAIRMAN: Yes. 

MR. COVERT: Q. What I wanted to ask, Professor 
Stewart, is this: that among the things that the 
Board of Transport Commissioners would take into 
consideration on any hearing of that kind presumably 
would be any complaints or the registration of dis- 
approval by the producer. 

Agoy Yesrsin: 

Q. You would envisage that? 
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Q. And the Board of Transport Commissioners 
could consider things of that kind, perhaps they 
would deal with the matter on the old saying the 
length of the Chancelbr's foot -- would be guided by 
the length of the Chancellor's foot? Is that a 
familiar expression to you? 

A. No, but it sounds good. 

MR. COVERT; That is all I have. 

THE CHAIRMAN: Does anybody else wish to question 
Professor Stewart? 

Then, we thank you. 

MR. FRAWLEY: My Lord, before there is any 
cross-examination of Mr. Harries I have got to make 
a short apology to the Board. 

THE CHAIRMAN: Well, the Board is not here. 

MR. FRAWLEY: Or to the Commission. The Board 
is almost here, My Lord. I understand that we arc not 
to have any opportunity to reply to the briefs of the 
Canadian Pacific R@ilway or the Canadian National 
Railways by a separate witness in the witness box. 
And the understanding is, which I have accepted, 
that if we have any answer to make to the briefs filed 
we will do so in the course of the presentation of 
our submission. 

THE CHAIRMAN: I thought you had done it. 

MR. FRAWLEY: No, I had not called the witness' 
attention to this this morning, and I wanted to get 
his feeling -- 

THE CHAIRMAN: Were you not given a date at 
which you were to file briefs in reply? 

MR. FRAWLEY: That was related, sir, to the 
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THE CHAIRMAN: “Noynotthat-at all. Mr. Secretary, 
was there not something about November 12th being the 
date? 

MR. FRAWLEY: I may have misunderstood it, and 
I will go further and say from something Mr. Hunter 
mentioned to me the other day, he thought I had mis- 
understood it. .§ But Tae ees that no one was 
requesting a brief, but I took h that to be a request 
to file a statement on the Crow's Nest Pass Grain 
Rates by the léth of November. In any event we were 
not to be given an opportunity, I mean we were not 
expected to ask for any further hearing do eee 
to go into the witness box and answer the railways! 
briefs and I accepted that situation but I do want 
to ask two or three questions or point to three 
or four suggestions in the Canadian Pacific brief 


where they attack our position and ask Mr. Harries! 


COMMeRLS sine cwi Seah) b want. cCOndo. 


THE CHAIRMAN: That will be, Mr. Frawley, your 
method of replying 

MR. FRAWLEY: That is right, and I understand 
that is the way in which the Commission wishes it 


done. 


(Page 10890 follows) 
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MR. HU HARRIES, RECALLED: 


EXAMINED BY MR. FRAWLEY 


Q. Ncw, Mr. Harries, will you look at page 128 of 
the Canadian Pacific Railway Company brief, where you will 
see this: "Moreover, as Canadian Pacific interprets the 
submission, the desire of Alberta is to enable the Board 
to do a considerable amount of economic planning in ee p 
pulating the rate structure", What do you say about that? 

A. We do not suggest that the Board of Transport 
Commissioners be made a planning board at all. We suggest 
that there is. implicit in the problem of controlling rates 
a certain amount of economic planning, and we submit 
further that under competitive conditions that is handled 
for the most part by the railways. We say that the Board 
should take a more active role, but we would like to make 
absolutely clear that we are not suggesting that the Board 
be made an economic planning board in the wide sense where 
they would create industry here and there according to some 
procedure that they worked out. We do not believe that this 
is a suggestion of ours that the Board be an economic 
planner in that sense at all. 

Q. Mr. Harries, I want to take you to something else 
on page 128 where it is said near the bottom of the page: 

i a wete dS. a. Benerally recognized principle ‘that 

rates on raw materials should be lower than rates on 

manufactured products." I call your attention to that 
statement and also to one on page 129 which says: 

"Alberta in effect desires to change this in the hope 

that by providing additional powers to the Board with 

suitable directions to it, the location of industry 

in Alberta can be encouraged and increased." 

What is your comment on that? 


A. I would say, Mr. Frawley, that we agree with the 
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principle that rates on raw materials should be lower 
than rates on manufactured products, and there is no 
Suggestion in our brief that you should move manufactured 
products at the same rate as raw material from which that 
product is made. We do not wish to change that principle 
at all, and we are asking that the Board be provided with 
additional powers and suitable directions so that they 
can establish industry in Alberta for us. We are not in 
complete agreement with the C.P.R. in Part I of their brief, 
and at pages 34 and 35 we suggest what we think is the 
COrrecy. principle, 

THE CHAIRMAN: Q. Is that volume I or volume IT? 

A. Volume I. 

Q. What page is it? 

A. Pages 34 and 35. 

MR, FRAWLEY: That is at the very last line of page 3}. 
They say there: 

"There would be no reason for the present tendency to 

reduce total costs of manufacture by processing 

Wetent sie ite materials close to the point of 

production, because none of the cost of moving these 

materials would be charged against the users of them." 
They give a reference in that case to Doctor Locklin's book, 
and also to Alfred Weber's Theory on the Location of Indus- 
Dries: 

A. We are not in complete agreement with that 
principle and we are desiring to change it. 

Q. Will you turn to page 130 of Part II of the 
Canadian Pacific Railway Company brief, where you will 
fancr cits: 

"Canadian Pacific points out that the forces operating 
to produce the result of which Alberta complains, are 


complex and that short of economic planning of the broadest 
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Kang, tbe would be difficurs, tf not impossible, ‘to 

bring about the result desired by Alberta." 
What comment have you to make on that? 

he in thaveregard, Mr. -Hrawley, (we are ‘nov coming 
before this Royal Commission to complain about the fact 
that we have not got a lot of industry in Alberta. We 
are coming here to complain about the fact that we believe 
there are certain instances in which the freight rate: 
structure unjustly militates against the establishment 
of secondary industry, and we are seeking to have that 
impediment removed. We are not complaining that Alberta 
has no steel industry or no synthetic rubber industry; 
we are just complaining that these are relationships 
which mitigate against the establishment of industry 
and should be removed. 

Q. We have heard about livestock and manufacture 
of meat. Have you anything to add to’ that? 

As 6 6fhe petroleum industry and also the manufacture 
of soap. 

THE CHATRMAN: Q. And I think you said "sugar"? 

fa Goveer Was MOL laneluded in tnat. 

MR. FRAWLEY: It is a producer location industry now, 
ny Lord, 

THE WITNESS: We do not believe that if we do get this 
principle established that suddenly industry is going to 
come into every hamlet in Alberta, but we think that the 
long run fact of that would be to establish industry 
location near to the raw material supply. It is not a 
five year proposition; it Is more like a twenty five year 
proposition. 

MR» PRAWEE ee Os Here is another, reference “iz” thie 
Canadian Pacific Railway Company brief on page i131, where 


they say this: 
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"With rega'rd to its complaint about the reasons 
advanced by the railways for the making of the 
agreed charge on refinery products from Fort 
William to Saskatchewan points, Canadian Pacific 
Submits that.Albert/scomplaint really points up 
the difficulty of giving effect to its contentions. 
The agreed charge on refinery products from Fort 
William is complained of on the ground that it 
provided increased competition for Alberta refineries." 
Now then, what do you have to say about that comment? 
A. We are not complaining at all about the reasons 
that the railways gave for making this agreed charge. 
We were simply using that as an exemple, and I will 
admit that we haven't very many, of them because they 
ere dirrieult to come by,- and. perhaps ,. there! are not 
very many of them. Anyway, when we use that example 
there is no necessary relation between what is given 
for the railways and what is given for any part or The 
whole economy; so we are not mincliniest reper cop acrali. 
We are simply saying that the railways did what they 
thought best, and as far as weare cconcerned, that is 
4 long way from wnat is best. Then, with regard to the 
second sentence in that brief, we do not anywhere in 
our brief complain about agreed charges on refinery 
products from Fort William on the ground that they 
provide any more competition for (Alberta rerlineries . 
I would take it from what was said on page 132 that 
tue CoP ine Gar dawe eas, lial 16 a. mgs cacemeny wok. 
fact. 
Q. We are certainly not worried about Venezuela 
crude competing with Alberta crude? 
A. No, we never mentioned that. 


MR. FRAWLEY: Thank you very much, my lord. I should 
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have done that this morning. 


CROSS -EXAMINED BY MR. BRAZIER: 

Q. Mr.Harries, on page 35 of your brief you are 
discussing the Long and Short Haul Discrimination and 
its effect upon industrial development, and you quote 
the statement of Mr Eddington. Since that time, Mr. 
Harries, I believe it has been ascertained that the 
rates to which Mr. Eddington made reference there 
have been changed as follows: the rate on canned 
goods from Toronto to Vancouver is $1.40 with a 
70,000 pound minimum car load, and the rate from 
Magrath to Vancouver is $1.36 with a 24,000 pound 
car load. Would you agree that.so faras this part 
of the brief is concerned that these rates are at 
least. neutral or a little better than neutral? 

ely MOUs Soa Myo bray ler. phnab this plant, 
which was established, I believe, in 1946 was unable 
to get into the Vancouver market because of these 
transcontinental rates and it has been since its 
establishment very frequently in the past not able 
to get in and they have a four cent differential over 
Vancouver. 

Velie Orenvo? 

Ay. wise ucor Vancouver... man ta not igoing to 
build a factory onthe .basis. of the rate to-day or 
even yesterday. 

Q. .,.<df the rates,.are assumed as they are .to-day, 
then this example will no longer be a legitimate one 
so far as the fact of industrial location is concerned? 
AM Inaernrect in otha t? 
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Toronto to Vancouver the ability of the Magrath man to 
eet rin itotther British do lamb ta market and distribute it, 
say from Vancouver there is going to be an inequality. 

Q@. You are getting in there at slightly less than 
the Toronto man. How is the Toronto man affecting your 
ability to compete in the Vanouuver market? 

A. For the simple reason that he is moving stuff 
1500 miles farther and gets the same rate. He is getting 
his stuff in there and instead of having an industry in 
Toronto and one in Magrath, if you did not have that kind 
of a situation, we would argue that you would have a 
chance of having them all in Alberta. 

Q. Perhaps, I have misunderstood. Your presentation 
was that all you were asking was that your position be 
neutral; that you would be at no disadvasutage? 

A. No, there are two parts to our submission or 
two general subdivisions, the one is the rates on raw 
materials and rates on finished products, and we say 
there that the rate relations between these two should 
be eutral, and then we go on to talk about market rates, 
and with regard to market rates we are not willing to 
accept the fact that the rate from our factory to 
Some point is the same as from someone else's factory 
to the same point. We are not asking for neutrality 
im these things. ndniifact.. what: welare asking for in 
connection with long and short haul discrimination, 
which we stated on page 54, I think, is the adjustment 
that we asked for in the other brief which will take 
care of that situation, , 

THE CHAIRMAN: Q. Is your position this; do you 
Say that in respect to the Vancouver market you have 
a geographical advantage over Toronto, and you do 


not want anything in the way of freight rates to impair 
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that and that there is only a difference of four cents 
in freight from Toronto and from Magrath; is that right? 

A. Yes, sir, I think in a certain instance because 
of competition or something we may not be able to get 
all the advantage that comes from our geographical 
position. We would mot say that the Board should have 
recourse to any such as this when it looks at these 
particular transcontinental rates that we are talking 
about now. | 

MR. BRAZIER: Q. I was trying to place this example 
a wetauton vO they yrescny UMivemroussay that» ini this 
case you want a rate that is better than neutral? 

A. We say in connection with long and short haul 
discrimination the recommendations that we have in our 
brief on that problem will remove as much as we think 
can be removed by the results of the non-application 
of the long and short haul rule as regards in industry 
locatwton: 

Qe "There 1s just ‘one other “etatenentl wish to 
ask you about. This morning you stated that salt cannot 
be moved by water, and I wondered upon what baesis you 
made that statement? 

A. I think I said packaged salt cannot be moved 
by water. My understanding is that on a haul from 
Rastern Canada through the canal up to Montreal that 
the packaged salt would become solidified in the 
packages. 

Q. From whom did you get that information? 

. prom the Alberta’ Salt. 
. They have not shipped salt that way? 


A 

Q 

A. Nocvas*far’as. I-know, 

Q You Never enquired Dromvany’ shipping mene 
A 


. Any man that ships salt? 
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eee ney sip pes la 

Q. They ship salt. by water? Did you ever enquire 
from any of the steamship companies? 


Be NOD [uot nou. Me Rraater. 


CROSS-EXAMINED BY MR. EVANS: 
ed es ed lab Del had oe ae Bol he 


Q. Mr. Harries, I just want to follow up a 
question of Mr. Brazier's , no, I am sorry; it was 
in the discussion in regard to Pager Lae ior rrars viel 
of the Canadian Pacific Railway Company brief. You 
Said there wasnot necessary relation between the 
railways! interest and the interest of the public? 

Bee eS. te us 

Q. Is that correct? 

Ae LoS, cheat is correct. 

Q. Do you go this far; do you go as far as 
Manitoba in that regard? Do you Suggest that the 
Government should intervene where its interpretation 
of the public interest is different from that of the 
Board and it is desirous of bringing about a different 
decision then the Board would otherwise give? 

A. Ido not want to avoid your question, but our 
brief on Regulatory Legislation puts forth the evidence 
of the Government. 

Q. You gave an answer, and I think you said there 
was no necessary relation between the interest of the 
railway and the public interest, and I was wondering 
how far you would go to have the public interest 
presented in this case. I rather gathered that you 
felt that the railways could not be trusted. Who was 


to be the interpreter of public interest when the Board 
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is making this decision? 

AVL NOW belteve i Sasd Chat. Theyvraliwarys 
could nov pe trusted, but our: submission ts that the 
activities of the Board of Transport Commissioners and 
with some amendments to the statute ©: that that would 
take care of the situation sofar as industry location 
28, CONCerned, 

Q, | You would go as far as Manitoba in what it 
says that the Government should intervene from time to 
time when the public interest was concerned? 

he in This Instance we certainaly dovnot,. (Mr. 
Evans. 

Q. On pare! Se Of unis bprier tnere 16 a 1iccte 
question I want to ask you as to the dressing percentage. 
I understood your evidence-in-chief to hvee been that 
60 percent includes the so-called edible products and 
the hide, and I just wanted to know whether you had 
any information as to what proportion of the weight of 
the animal is represented by the hide? 

Red hee | dt, eet ide evidence-in-chief I mentioned 
the figure from the Industry and Development Council 
of the Canadian Meat Packers in connection with a 
steer weighing 1025 pounds, and they said that in 
that case, and it was a good butcher steer, the hide 
would weigh about 54 pounds on the average. 

Q. That would be 5.4% on a thousand pound animal? 

Biv) eRe 

Q. Which would be on the order of 6% of the weight 
of that animal? 

AS Yes 524%. 

Q@) “ITewas uet pointing out to you the extent 
by which that percentage would be reduced by taking 


into account the hide would operate in an opposite 
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direction than from what your tables show; that is 
to say, the ee ead relationship would be changed 
in the opposite direction to the extent that that 
percentage of dressing is reduced? 

A. You mean a differentiation between what 
we say in this example would be reduced if you 
forgot about the hide? 

Q.-,am I right in that? 

A. You mean if you forget about the hide in 
this present percentage? 

Q. If you put in 534 instead of 60% which way 
would they be affected, 

A. It would reduce the differentiation between 
Calgary and Vancouver processing. 

Q. At page 25 - perhaps, I should start at page 
24; in Table 2,taking cattle and calves the absolute 
growth in Alberta has been greater than in Ontario and 
Quebec? 

Nee YESS ASLL, 
Q. That would appear to be so? 
Ay 4X88. 
Q@. And percentage-wise the growth in Alberta 
would be very substantially greater than the growth 


Shown in the Table for Ontario and Quebec? 


A. Than in Ontario and Quebec? 
Opes 2 

inten te 

Q. 


There has been a greater increase in Alberta 


in the total number of slaughterings of animals than 
there has been in Ontario and Quebec? 
A, Yes, that is. correct, 


Q. On the next page the slaughterings as a percentage 
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of the provincial market show, in the case of Ontario, 
an actual decline between 1930 and 1946, do they not? 

Pig Loo. 

Qs And that is also true of Quebec? 

an eas 

Qs » Lt 18 not quite so vrue of /Manitoba: as a 
matter of fact, there has been an increase in the case 
of Manitoba? 

epee. 

Q@. And in the case of Alberta there has also been 
an increase in the percentage of provincial marketings 
thao are slaughtered in Alberta? 

Pee eee 

Q@. Is it also true that there has. been a growth 
in the production of livestock in Alberta in that same 
period? 

Ae oes 

Oy) 50 that actually: under the present system of 
rates it would appear that the packing industry in 
Alberta has shown relatively greater growth than the 
packing industry in Ontario and Quebec? 

PT Ves eal (Le Correa, | 

@. Then on page 29. You told us this morning 
in your consideration of the question of the relation- 
ship between the rates on livestock and on meats what 
you thought, but have you done any study to indicate 
the probable effect on the prices to the consumer of 
the resultant product? 

A. I have done nothing in the way of organized 
study on it but I have certainly discussed that matter 
with livestock people and with several of the packers 


and with two or three Calgary economists of my 
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acquaintance and the general-result of these inquiries 
was that there would be no difference in the price to 
the consumer because it was the general opinion that 
to-day the differentiation between markets that there 
Was Oo dri Porence:. 

Q. You are’ now speaking of the consumer of 
Alberta? 

A. No, lL am speaking of the consumer of 
Canada. 

Q. Without having made a study it was the 
opinion that you had that the arrangement of this 
relationship would enable your Alberta packer To 
lay down, we will say in the Eastern market, meat 
fone ereeter price? 

Ag-winat LS wcorrecue sir, 

THE CHAIRMAN: Do I understand, Mr. Evans, that 
Mr, Harries says that the set-up would allow meat from 
Alberta production to get into Montreal at the same 
Drace? 

Min VANS = Pt Pd Ta nop out iT ac Montreal ;omy Lord. 
I would assume that you could not say that the cost 
to the consumer would not be increased by this 
decentralization unless you confined the cost to the 
biggest market which was in the East. I think the 
witness said that he thought they could meet that 
competition without increasing prices in the East. 

THE CHAIRMAN: When I said "Montreal", I thought 
you said "Montreal". It means the Eastern meat 
market? 

MR. EVANS: Yes, my lord, that is what I think 
the witness means. 

THE CHAIRMAN: What I have in mind, it is one 


thing to get your meat from Calgary to Vancouver, 


34 ale ante Eatgata: oat sew $f. veuecer $38 
gait tat! ayeataon fivani'sd® ic Se ae ere 
Soiree Th 

ie Ie 


Th. (uniainy ond Be 4 auuinies oe) wot dra We¥ es 
, 7 


7 . 


) revzed, 


et ee ae a 
EY ESS: 


} Pee eee ee 8 7 A Ne She a oe dg predrs Lae) 
Al anit ow 2Y. waite & chew deft! Gone Lg) - . 
‘ ? a * ’ ss if 7 


Ay ' ies 5 PaSdoMe he SHS? Yee fart sake Fens’ dot niga: 
. . 
os : Ge paitine SPREE Tees ob Bee glitemotsetion 
a pains” Pectin bnt aes eco nant ani! wh yd CPN ow conto: rsd 
j “—" i x .< = ihe jwee ae 24 4 7% 

Pegaso sty. Ont te 


Apdiniie Sad eral aie See atts Soe, See Poy ; “ Se as aes ake 
; vail " . eae ee DU YAE Lahr eae OES weeteh  F sit: “ff Sitet Ph ¥ ey: Ty Bri : 


- 4 meen TF FOE Sy ad = be e153 - ae FST 24 08% 


: i & j H Py “ A ; er. 
Lett ie Bs Be rie ee RRR i es ei ae a, cape ag ae ey “al “ey * ¢ i 
aeory Foot wotre Oteow di doe of sede aver edboral ai 


Tee ve © a a reer ee tin a ges eee : = ‘2 
ay eee * - 3 tse ASS. pC TE x) a at i whee. wet ra ' j =| oh’, ‘ - : 
“tke tis? e ta- PAR Pi iced ae iv F se, 6 be “iy Oy: 9 lari P aie e 7 Ty odis 


po. 
=. 


Fee gt Spyer or Fee f ex Pe ere ™ of ; ee ee 
+ Nail dis 3 ee : rag; ee. pana . B) 7 Cael seein i i oie a Cn 
‘ e . 4 


ae whe ey ae e eat ie he ae fe ee Pant ae * 
. J , fe ‘ etd: * TT Pat Ore a P Sol k CEs Pony: “a ask f tees 5 


Seek OFF wt gooteg categonenl tucdtiw mole ieqmos 


fa 7 et eee ee see Ye ’ : = : eax Pees . ; 
my SF be SOE Re a ee ee a eG ry eee Uae 
a Seo SF IS syn FS PITHY  § Sey ftS Cee E 


: 3 ai ok , ¥ hs , 
‘eiGek oft efter #1 . Eeoudae’’ Skew woe 
7 


‘it 2 jedw gh tate ,bvsd Wt aoY SOHAL 


sOnvont naan AEE EG 
of - 


> 


4 Lt $f .Beie AE 4 owziet 
TARO 


~ 10902 - Mr. Harries 
Cm, (eX 


but it is another thing to get it to Toronto and 
Montreal. 

MR. EVANS: I think that the big market is in 
the centres with the greatest population if this 
industry is to compete. 

Q. Now then, there was some discussion about 
difficulties of rates on tallow and the rates on 
Soap, and I was not sure whether you felt that those 
rates and the relationship between them are now 
Satisfactory or whether you felt they were unsatis- 
factory. Will you clear me up on that? 

A. My information in connection with those 
rates would be that under the present circumstances 
where you have no caustic soda production in Alberta 
that che rates which apply on tallow are quite 
acceptable but in the instance, if and when, you get 
caustic soda produced in Alberta the trouble that 
we would find in the rates on soap and tallow is that 
they do not conform with what we have called the | 


principle of neutrality. 


(Page 10905 follows) 
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Q: You say that probably you would find they did 
not conform? 

A: I think we would; I have not made a study of 
that matter specifically. 

Of You see our clfficulty. You come here and you 
Say i have not made’ a.study" and you think that If we hed 
e source of another raw material we probably would think 
that these rates were out of proper relationship". Now, 
Gon’e you think it would be foir to say “Well, we have 
not made a study end we don't know"? 

Ash don GCN so. Mr. BVvand. 

Q: Because I am going to suggest to you this, 
that the rates on tallow from Winnipeg to Montreal and 
Toronto ere $1.02 and the rate on soap from Winnipeg is 
$1.49. Now, there is not a very great difference when you 
think of tallow as a raw material and soap as a finished 
product, is there? 

Ay No, 

Q: And I was going to suggest to you that that 
relevlonsnip, on the. fact of 410, did not Look’ too bad, 
and that you would have to do more than merely say that it 
might prove to be out of reletion, wouldn't you, to be 
quite fair? 

A: Yes, I think we would,where there was an 
industry such as:soap manufacturing and situations comparable 
to the packing house industry. That is on Page 30. 

Q: Am I correct in saying that you were taking the 
position that the soap industry and the tallow industry, 
at least the rates on soap and tallow are in such relation 
that they discourage the production in the West of soap? 

A: I said if we had caustic soda out there I 
thought we would - 


Q: But in your brief you do not mention caustic soda? 


cs ra Ee See 

Peas 
o hyde 'y abies oi oven. i eit OH ov aint 3 
| sebsunenteogs 


d ae 
wey has ote ome wy oy Luo li tth aque 398 wt a 


Rae 
fs = & 


~~ : 


4 


ie i. ide ¥ 7 ; 
1? card sidil? yor baw “yoedo..4 abo east Pee: 


Hatha btucw Fidadoan ow Lchyvigen wer ton! eit. we 90% 
9 


Poa ‘4 
Wi va 7 "Saat iraley to0onte Th ovo o1ew se sfx 4 geet . 


sesh ow lo keW" ene nd? Rie? od Bivow 24 sit ad 00g ae 


@ DAS vi! mu ‘gs pbem don. 

en Ps 

“eh oe Rm Pepe ROY + re iWyAE 3 vii f s fer 7 Lo FPN 6) 3G 

ne LSeantngwhood peckatiW mowl wolhhe? ge Aeset aoe ted 

i. Balai MOTT AOR wto. oF ys oct G6. $0. 08 o¢e emhoacT 

yor mofia ecto wtih festa wioy « Yor al Stone .Wor cers ae 
at 

Pes) © Ot) geoe Tubwotew- wae, Ss 20 woLtes 2a sleutatd 7 


Yetady ul .,.voubeug: 


“ ' b > j As 
' J 5 x Fs } Wai H &} iNT ye 
aie ; i a reoit. ' . a: fd a hel an ete bta fe iG 
‘ frie ode ae ty ; hed ol & _—. a + > Aba% ty | id & rial Gris hoe oe i ot 


Tr SONy You Via. mods gush «) co sya Rigor wow gens pee 
1 OF af S' AOC Moh ralet "fe Fo 66 CF erote angae " 
. 


: T%2e2 oth ip "3 


yn enckiougia Ong Aitiesoqipien GeCnsue agua YReewens | 
+ P s ie ' 
mt) ¢f govt oyntesbent agvon aatiseq any oF 


: i¢ aed « ‘ 4 . , oe| eh ‘ iam 4 ; $y , = A 
ABhiy * 1 4 ‘ Ahi a wei | 4 ; ryt es)" ay " i its. rg - 


Geese aot. Saas mog tytaog 

paen.ast fk Wolo? Dip Gqoe. ap Re eae a“ teeol to 
fecan 7 how. atid ain htowhory why ope vooe lb vest Voatd 
ow U bres I 3A 


ee 
a 


a 


d & EB YnS wool (4 301 J it 
we 


. 


a5 ° : yo. 


N. = 30906 = Mr. Harries cr. ex. 


PiewAs eae mecver olypact lpreferredyvbo Ttileater 
on. “No, ,tin bhas-inetance Lididinot. 

QO: +Youshave to.consider.a Lot:of things. and.if 
you have an industry located in one place, you must 
overcome lack of some of its basic commodities. Other 
things than freight rates in relation to the main raw 
material and the finished product will affect that won't 
it? 

A: We have never maintained anything else but that 
there sre notvariot ofathings that affect this. 

Q@: Yisdldadnnot: cetuthatiview fromeyourhbrier. 

Now then, on the matter of salt, you had something to 
say about salt to Vancouver and you dealt with the 
rate on salt from Eastern Canadas to Vancouver and you 
felt it was to be condemned because it was not carrier 
competition but was market competition? 

hs eivsand) Ldid not) = Dididnot say: 1 thougnt 
it should be condemned; I said I thought it an example 
of a market competitive rate. 

Q: Well, do you condemn that as a principle? 

As ..No. 

THE CHAIRMAN: What case are you referring to 
now? 

MR. EVANS: This its in cross-examination, I 
am just checking on this and things from my notes. I 
wos going to puv.tnis to yyouss (The meteron salt ;from 
Goderich or Sandwich or Sarnia to Vancouver is $1.10 
in bags or barrels or boxes, also pressed and fused 
or loose, weighing 50 lbs. or over, and the rate from 
Neepawa, Manitoba, to Vancouver is $1.06. The rate from 
Waterways, Alberts, is .85¢ and from Lindbergh, Alberta, 
.70¢. Now then, there is almost - well there is a margin 


of .40¢ between the rate from the Eost to Voncouver and 
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the rate from Lindbergh, Alberta, to Vancouver. Now 

then, having regard to the length of haul and the tendency 
of rates to taper, it does not look to bad a comparison, 
does 1t? Would you suggest that that is a relationship 
that is d sing harm to the producers of salt in Alberta? 

Revel seid ther f cnoughe 10 wasran example” ora 
rate made to meet market competition, and I think that 
any time you charge $1.10 from Sarnia and Goderich and 
so on to Vancouver end cherge .70¢ - 

Q: 70¢ from Lindbergh. 

A: 70¢ from Lindbergh to Vancouver, then I 
don't think that is on a mile for mile parity taking 
into account the taper. 

QQ Do you mean mie Tort mile parity or do you! 
want to take into account the tapering of rates? 

As’ 1 said’mite for mile parity taking Into 
account the taper. 

Q: Now, we come back to your brief. Now there 
is one other thine I want to clear up. ~in”connection 
with this agreed charge on butter et Page 10744, there 
wes 3 suggestion by you that the egreed charge being $1.75 
and the special commodity rate having been put in when 
the mountain differential was removed of $1.71, that in 
those cases the shipper was prevented from getting the 
rate which was cheaper than the agreed charge, namely the 
rate of $1.71. Now, are youquite sure you are right on 
that ? 

A: I’ @id not mean to make that suggestion’ at all. 
Just where in thet page particularly? 

QO: “Well, if you did not intend to Leave that 
inference I accept it. I gathered that you wanted to 
imply that the railways stood on the agreed charge and 


would not give the benefit of a later commodity rate which 
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happened to be lower than the original agreed charge? 
A: No sir, I said here it was non-operative, 
that is the agreed charge rate was non-operative because 
there was $1.71 rate in effect. What I meant was that 
the man hed an agreed charge and he was not eble to use 
it because of this adjustment - not that you made him pay 
$1274 \whenvhe ,could*have-goteilt foris1.77. 
Q: Now, when you seid - 
MR. FRAWLEY: I think perhaps at this point I 
Should ssy seeing as we sre looking at that very page where 
Mr. Harries msde another remark where Mr. Evans objected 
to it yesterday, the witness said: 
"It is of interest that the Canadian 
Peazific Transport Company had bought 
out Dench sfter 1941 and it was Dench 
who was going to provide the competition 
invthe nauline ofthis butter outs of 
Nae 
Now, I want to say for myself and the witness that 
if there were any implications taken by my friend out of 
that statement that they had used Dench and deliberately 
removed Dench from competition but did not provide the 
competition that otherwise might have been there, if there 
was any such implication es that I will withdraw it. 
MR. EVANS: To be perfectly frank, the implication 
I took out of that evidence was that we held Dench as a 
means by which we justified the egreed charge and provided 
the competition, that we ourselves put up the compe tition 
and then put in an agreed charge to beat it. 
MR. FRAWLEY: There was no such inference intended. 
MRs? EVANS 3?) Then “dfvyou will <o to? PagesSe.. Now 
then, you are desling then with the flour milling industry 


in Item 3 neer the bottom of the page, and you speak of the . 
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rates on grain and flour as being an example of the 
neutral effect upon the location of the Ree aset aoe 
plants? 

ARON eS. 

Q: Now, I want to get from you whether you 
think that the neutral effect consists in the weight 
relationship, the input-output ratio, or whether you 
think the neutral effect is to be obtained by 2 parity 
such as there is in rates on grain and flour? 

A: Now you are referring to this milling-in- 
transit privilege as opposed to the recommendation that 
we make on Page 54 sbout what we did at one time with 
neutral rates but which we changed. 

QteUNo;-k aniserrpy if Lf am not makine this ‘clear, 
but I find it a little difficult myself. When you speak 
of the neutral effect exemplified by the rates on grain 
and flour, you have there @ parity, an exact quality in 
the rate on raw material and the rate on the finished 
product. Is that what you look to as the ultimate 
objective or is it thet-you Look’ tolneutrality vonly~in 
the sense that Dr. Stewart spoke of this morning, that 
you would have the relation reflect the input-output 
ratio of raw mateyials to finished products? 

A: We would have the relation reflect the input- 
output ratio. 

Q: I am about to suggest to you that actuelly 
the equality provided by the rates on grain and flour is 
the reverse of neutral. Would you agree with thet in the 
sense of Alberts? 

Ary TEAPecould heaveert va Tivtle further sir, 

QV erhlierient; we will go a little further. Now 
then, I think you will agree with me that while the milling 


industry is to some extent less so than others that wheat 
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docs lose weight in the milling process, that 18 to say, 
there is some weight loss? 

Aa Leeson. Very, SiLeny. One, Sir, 

Q@: Now, if there is weight loss your input-output 
ratio would, on the face of it, allow a higher rate of 
weight because of the weight loss? 

Png MAL OT rr Ge Sie) sa ig 

Q: Well, that is the very essence of this point 
LT am putting to yous I thought you chose not parity of 
the rates on raw materials and the rate on finished products 
but ea relationship based upon the relation between the 
weight of the raw material and the weight of the finished 
product to be transported? 

RiP NENG Leer ent. Sly 

Brey Now then, there being some loss of weight in 
wheat in the milling process, the test that you apply would 
permit a higher rate on flour than om wheat? 

A: On flour than on wheat, yes. 

Q: I am sorry, perhaps I made that mistake before. 
Now then, do you also agree that it probably costs somewhat 
more (I don't want you to be exact because I don't know 
myself) but do you agree that it probably costs somewhat 
more to transport flour than it does to transport wheat? 

As *D would @esy yes, Lo shouid’ cost more... How 
much more I heave no idea. 

Q: Well, Professor Locklin suggests 25%. I don't 
know whether that is right or not. It looks as though 
there are some from his standpoint at least. That should 
be found at Page 46. It: looks es though the cost of 
carrying flour exceeds the cost of ieee the equivalent 
amount of wheat by weight? 
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Q: Now then, we have that. We have the loss 
in weight, the weight-losing material, we heave the 
high cost and I think we have sa third element; we have 
some higher value ss a resultof the milling process? 

Ac siTnate. S Coprecty sip 

Q: Now then, all those three elements, without 
attempting to measure them, would rather suggest that 
the rate on.flour, should, be, higher than the rate on, 
wheat? 

Aw, Les. 

Q: I am suggesting to you that the fact that 
you have equality of the rate on flour with the rate 
on wheat, that you have the reverse of neutrality, 
that you have something bel ir aes in the way of rates 
relation that is more than neutral in favour of the 
West as regards the establishment of western milling? 

As: I do not.agree with that, sir. When you 
compare the situstion of the mills in western Canada 
with those located at Kenora and so on down the line - 

Q: You see, you are going from the general 
to the specific. I am taking you through the theory 
of this idea of neutrality and you have offered this 
as an example of neutrality. Now neutrality, as I 
understand your philosophy, involves that ordinary 
business will take care of itself, and that Alberta 
merely wants this neutrelity in that portion of the 
cost of production represented by the cost of trans- 
DOTUCebAOnte. Hint PLRny i taat? 
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Q. Now, then, I say to you that because/all 
of the factors that ordinarily would justify a 
higher rate on flour than on wheat, then an equality 
of the raw material and the finished product is the 
reverse of neutrality and is a definite favouring 
of the west -- quo rate. I am not talking about 
the industries and the position of industries. 

There are other advantages and disadvantages. 
But am tee rates that is more than merely neutral, 
it definitely favours the west. 

A. .We are not talking about the milling in 
transit privilege at all. We are merely talking about 
the fact that flour moves at the same rate as wheat 
without the milling in’ transit privilege. 

Othe milling ins transit te iavatleable.vo 
both. 

Rut No, but you see Ji vou bring: the miiling 
in transit into it I would say yes to the proposition. 
If the milling in transit proposition was not in 
it bhet ther nas, avdititeren: effect. 

Oot Be Doth ends 5 vou mean? 

A. Yes, and in the middle, right along. 

OQ. “Well. are pooch, ends. sYou couid mill. your 
neo in Alberta and ship the finished flour out 
and you could also mill your wheat in Montreal and 
Shin nothing buti flour out and’ you have there 
complete equality with no milling in transit. 

A) ei ear eae, 

Q@. So, you could leave out your milling in 
transit, or if you wanted to make a comparison of 
any points in between, you would have the same 


milling in. transit at both points in between. 


A... Yes. 
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Q. Let us be fair about this thing, because 
it seems to me obvious. 

A. Yes. 

Q 


a) 


And therefore I am suggesting to you that 
these relationships between the races on wheat 
and the rates on flour are more than mrrely neutral. 

A. No, I would not agree with you for This 
reason, when we are talking about Flour, that you 
do not get a hundred per cent of the wheat turned 
into flour. 
Q. I did not suggest that you aids, 

A. Then, having ele NP input-output relation- 
Ship between wheat and flour, the suggestion that the 
cost of moving flour and so on would change that 
relationship may not hold at all. You have a whole 
series of products that you get from the milling process 
that moves, for instance, I think bran would move at 
less than wheat. 

Q. Well, they actually all move at Crow's Nest 
Pass rates. 

Ae Ne8, that 14'the wractical ~- 

Q. Well, we will not pursue that any further. 

Now, then, on page 36, beginning on page 36 
and continuing to page Sf, you have this to’ say: 

"A more fundamental disability pertaining 

to Agreed Charges is the fact that they interfere 

with legitimate competition from other carriers." 
NOw, then, -- 

THE CHAIRMAN: Where is that, Mr. Evans? 

MR. EVANS: That is in the first two lines of 
the paragraph at the bottom of page 37, a more funda- 
mental disability and so on is that they interfere 


with legitimate competition from other carriers. 
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THE CHAIRMAN: Yes. 

MR. EVANS: Q. NOw, then, are you in favour of 
truckers making contract rates? 

Re Yes. dai Chany dim iaine. 

Q. But you are not in favour of the railways 
making contract rates? 

Pin NO* 

Q-) (ewse then, would you think that. if the 
railways are empowered to make rates under contract 
to compete with carriers that have that right, that 
that is an interference With legitimate competition, 
or would you. dike to qualify it? 

pega we lilo thes problem neasaawsee Lite Mm. Eyanss 
is that you have a unit of transportation, the truck, 
which is superior in the short haul field. With the 
railways you have a unit which is sometimes superior 
in the short haul and always superior in the long 
haul. By giving the railways che right to make a 
contract rate you permit them to carry a movement 
which may encompass a field in which they are not 
probably the moSt economic carrier. And in that 
connection you cut out what 1 would submit is 
legitimate competition from a more economic carrier. 
Ana then l.would say that as the areument 1 think to 
justify differing treatment between trucks and 
railways. 

THE CHAIRMAN: Pardon me, would you tell me 
here before we adjourn, who suffers from this inter- 
ference, a8 you puc it, with legitimate competition? 

Ay Ge Care ets. Goeatat re oof alba. C Seon tS 
more for your total transportation, that is everyone, 
they pay more in transportation. And secondly, the 


small shipper in competition, without an agreed charge, 
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with a large shipper with an agreed charge, suffers 
by the ability of the railways to make contracts, which 
is what these are. 

Q. The small shippers suffer. 

Bon ees 

Q. Well, cannot the small shipper do what he 
pleases in those cases -- go to the trucks or go to 
the railways? 

A. He can, sir, but the usual way that an agreed 
Charge Operaves, as Ll understand it, isnthat really it 
Ass anDargain and’ Chey gainiwa Tip tlewbit onthe: long 
hauls and lose a little bit on the short hauls and unless 
you have a man who is in the same situation, the man 
at least without an agreed charge will not be the 
same, so he is placed at a competitive disadvantage. 

THE CHAIRMAN: We will adjourn now until 10:30 a.m. 


tomorrow morning. 


---The Commission adjourned at 4:45 p.m. to meet again 


36 
on Thursday, December 1, 1949, at 10:45 a.m. 
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OTTAWA, ONTARIO 
THURSDAY, DECEMBER 1,1949 


MeO RON LONG S/W £6 see N 


MR. EVANS: Mr. Harries. 

MR. FRAWLEY: My lord, before Mr. Evans proceeds 
with his cross-examination of Mr. Harries, may I refer 
CO 4 reference appearing on page 46 of the brief, about 
which yaur lordship asked a question. The reference is 
mo Ue "case Or POnn Ps Sculre “and Co. vey Michigan Central 
Railway Company; Your lordship called attention to the 
quotation appearing on page 46, which is as follows: 

"In contemplation. of the Act, as we interpret it, 
these competitive articles (live animals and products) 
are to be treated as one subject by the carriers in 
providing for their transportation”. 

THE CHAIRMAN: Pardon me; I appear to have the 
wrong brief before me. 

IMR. FRAWLEY; The quotation appears on page 46 of 
our brief, sir. Your lordship referred to the fact that 
the decision referred to the Act, and the question was as 
to what was the Act. First, I must correct that Clvation; 
there is an error at the bottom of page 46, in that the 
citation is 3 I.C.C. and not as appears 4 I.C.C.; further, 
the page reference should be 515. The reference we have in 
mind appears at page’ 520, and further’ at 523. °° T am sorry 
about the reference being incorrect, my lord, and with the 
help of the librarian in the Supreme Court library I was 
able to find: the case. 

As I say, it is found at 3 I.C.C., and commences at 
page 515. ‘lo wren to read: “ first from page 520. This is 
what the Interstate Commerce Commission says, at pee S20! 

"The provisions of the third section of the law 


are invoked as giving authority 
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- 10917 - 
for making proper relative rates. That section 
provides 'that it shall be unlawful for any common 
carrier to make or give any undue or unreasonable 
preference or advantage to any particular person, 
company , firm, corporation or locality or any 
particular degsriptionm of traffic in® any respect 
whatsoever’. 
The third section of the law to which they refer is the 
third section of the Interstate Commerce Act. I will refer 
to that again in a moment. 

Referring again to page 523 of this report, there 
appears the exact quotation which is found at page 46 of our 
brief, which I shall read: 

"In contemplation of the Act, as we interpret it, 

these competitive articles are to be treated as one 

subject by the carriers in providing for their 
transportation". 

The interesting point which I wish to call to the 
attention of the Commission is that the Interstate Commerce 
Act, as we find it today -- and I have it completely revised 
to January 1, 1946, and note that Section 3 reads just as it 
did, or substantially so, in 1891, at the time this case was 
decided. I will read the pertinent parts of Section 3. 
section 37{1 PP weres follows: 

"It shall be unlawful for any common carrier 

Subject to the provisions of this part to make, 

give, or cause any undue or unreasonable preference 

or advantage to any particular person, company, or 

firm, corporation, association, locality, port port 

district, gateway, transit point, region, district, 
territory, 

or any particular description of traffic, in any 

respect whatsoever", 

Finally, I wish to call attention to our own legislat- 


ion, which is subsection 3 of section 316, Paragraph (a) 
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sub 
of /Section 3 of Section 316 reads as follows: 

"No company shall. (a) make or give any undue or 

unreasonable preference or advantage 605. (GR ith 

favour of any particular person or company, or any 

particular description of traffic, in any respect 

whatsoever;" 

I do not wish to go into the matter further at the 
moment, as there will be an Opportunity to do so later; 

I did, however, wish to correct the uiniforunate Error ‘im the 

citation of the case, and to answer your lardship's question 
as to what the Act was that the Board had in mind when -they 

made their remark in that case. 

THE CHAIRMAN: Do you or do you not see any substantial 
difference between this United States legislation and our 
own? 

mMR. FRAWLEY: I would say, my lord, that I see no 
Substantial difference; however that is Something that we 
might wish to go into more completely later on. 

MR. EVANS: I might ask the Commission, in the same 
context, to look at the provisions of subsection 4 of 
section’ Bit; 

THE CHAIRMAN: What Act? 

MR. EVANS: Of our Act. That is the provision which 
prohibits discrimination between localities. Then section 
325 enables the Board to disallow any tariff which is un just 
and unreasonable. I just put those in to make the record 
complete. 

THE CHAIRMAN: Mr. Evans, do you see any difference 
between the American legislation and our own? 

MR. EVANS: Substantially no, but there are technical 
differences: they I think, are inclined to interpret their 
Statute a little more narrowly then we have, with the result 


that section 3, which originally confined itself to a 
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prohibition against injustice, preference and unreasonable 
advantage, and so on, to localities and to persons, has now 
been extended so-that the prohibition applies (toetransit 
points, ports, and a lot of other things. With my limited 
knowledge, this would indicate that at some time or other 

a narrow construction has been placed on such words as 


' and "persons", and it has become necessary to 


"localities' 
broaden the provision. 
In 80 far as our Act is cOnéerned, I know of no case 
where the Board has interpreted "persons" or "localities" 
SO narrowly as might have required that kind of change in our 
Act. I do however, récall one tase, to which I intend to 
refer at some later time, and which illustrates the Board's 
willingness to consider complaints for parties in interest. 
That fas be one of the reasons why the Interstate Commerce 
Act had to be changed. The Board interpreted "party in 
interest" as somebody not directly interested in the rates 
au alts 
In the Inland Steamship/Case, which isa comparatively 
recent case, and in which I appeared, the complaint there 
arose as to whether a steamship company complaining to the 
Board that shippers via its steamship lines at Montreal 
could have the benefit of export rates; when’ the question 
as to whether the steamship company was a party in interest 
was raised the Board said: yes, although they are not 
interested in the rates as such,they are interested in them 
from the standpoint of traffic which may develop, and that 
such a person should be able to come in and complain of 
discrimination and so on. 
THE CHAIRMAN: I take it you mean that the company 
paid; in-errect==our ships go tosuch  and© stich’ a port, and 
there would be more business for us at that port if the rates 


were so and so. 
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MR. EVANS: Yes. I remember this case of the 
Inland Steamship Company quite well. 

MR. FRAWLEY: What is the name of the case? 

MR. EVANS: I will get the citation later. The 
Inland Steamship Company does not operate in the Harbour 
Commission property in Montreal, but rather in part of what 
is known as the Lachine Basin, to the north of the Harbour 
Commission property; and they wanted to be sure that shippers 
who were shipping traffic for export could get the benefit 
of export rates. The railways took the position that the 
export rate could only be applied through the Harbour Commiss+ 
ion property, where the railways could be sure that the 
traffic was in fact exported. The di ificulty, wad ws ito 
whether there had to be some policing of this traffic to see 
that the railway rate for export was being applied to export 
Le ie ie Bae 

The complaint of the Steamship Company was that they 
were being deprived of traffic, because the export rate did 
not apply through their basin. The Board held that they were 
an interested party within the meaning of Section 33 of the 
Railway Act. e 

THE CHAIRMAN: How far did the Board go toward upholdig 
their contention? 

MR. EVANS: The Board dismissed the complaint put in, 
on the ground that -- 

THE CHAIRMAN: But you say the Board held that they 
were entitled to be heard. 

MR. EVANS: That is right. 

THE CHAIRMAN; And then decided against them? 

MR. EVANS: Yes, on the merits. 

THE CHAIRMAN: I understand that we will deal with this 
matter later on? 

MR. EVANS: I will give the Commission the reference 
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MR. HU HARRIES RECALLED 
CROSS-EXAMINATION BY MR. EVANS CONTINUED 

Q. At the adjournment yesterday, Mr. Harries, you 
had given me an answer in connection with your complaint 
against agreed charges, which I now wish to follow up. 

At page 10914 you said in part as follows: 

"By giving the railways the right to make a 

contract rate you permit them to carry a movement 

which may encompass a field in which they are not 

probably the most economic carrier". 

Bix, Yess 

Q. Now will you take your mind back to that point? 

By that answer you mean that if a railway is to be permitted 
to make an agreed charge, it will compel a shipper to ship 
for a very short distance which, you think, from the 
Standpoint of economics could be properly shipped by truck? 
Is that what you mean? 

Ae) VENA Ss ty wea air. 

On sf DWe Chis to you, 14 it net equally probable that 
a trucker,free to make contracts,will tend to Carry traffic 
for longer distances than might be found to be within the 
economic sphere of the motor vehicle? 

fa There Is 6 possibility of that. 

Q. So that when we get down to it, there is a possibil- 
ity of transgressing the economic Spheres, as a reason 
against an agreed charge? I think you would go with me to 
this point, it also would be an objection to the making of 
contracts by truckers? 

A. Not as much, sir, as the railways can move goods 
at a lesser cost for a longer distance than a truck can; 

I would say that the probability is that more detriment will 
arise from the fact that the railways were allowed to make 


contracts,than is the probability in connection with the 
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truckers. 
Q: Now, let us examine that answer. Have you ever 
where 
made any study to determine /the economic sphere.of the 
truck may lie in point of distance? 

AY. “NOE have not. 

Q@. And have you not heard of extremely long truck 
hauls by these contract truckers? 

At “Yes. 

Q. Are you familiar with them? 

As Les s 

Q. I put this question to you, there has never been 
an economic sphere determined for trucks or railways in 
competition with one another, to your knowledge? 

A. Well, sir, there have been; I am aware of studies 
which have. attempted to do that. The degree of success 
that they have had, I am not in a position to appraise. 

IL take the study, and depending on who did it, I think it 
would have some validity. 

Q. A great many questions arise as to that. 

Re £Y rs an extremely -dirricuLt ‘question: 

Q. ‘In order to put the matter simply, let us state it 
this way: it seems to be agreed that short hauls -- very 
Short hauls -- are in most cases within the economic sphere 
of trucks, and in the case of railways there may be great 
doubt as to the economic; sphere of. the railway to make) short 
hauls. 

Ay Theat “le com cariead trarr ic? 

Q. Ido not want to differentiate; I just want to get 
the general point. I am not suggesting a mileage, but just 
speaking of the economic sphere for trucks to within a very 
Short mileage. 

A. As I see it in my own mind, I would differentiate 


between 1.c.1. and carload. When you say "a very short 
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mileage", I will admit that it is short mileage. 

@. .That i8 what IT want. I do not wish to pin you down 
on it, but the upper bracket there may be the sphere that 
is exclusively the railways, so far as the economic sphere 
i8 concerned: 

Keg Ves 610% 

Q. In between those there is quite some mileage --- 
would you think a range of several hundred miles? 

A. yiees 

Q. There iS a competitive sphere, is that not true? 

A. Yes. 

Ov vill. bam OUbtIe CG Vou. 1s this: » yeu suggest. thay 
there is a great deal of danger of the railway getting out 
of its economic sphere, if it makes contracts, and that 
there is more danger there than in the case of truckers. 

I should like you to tell me why? 

A. The railway is free to make a competitive rate to 
meet truck competition in our opinion. It.is explained 
later in a brief on the rate structure and rate principle. 
Our view is that the railways should be allowed that 
freedom to make competitive rates --- 

Q. I see that you are not answering my question, 

Mr. Harries, 

A. I was going to. try and develop it a4 little further, 
Bt A) Ne vis 

Qs ALE patent wilh you (e6t a Little rurther; 

A. Therefore we think that the problem of competition 
between the motor truck carriers and the railways is taken 
care of by the ability of the railway to make those 
competitive rates. We look on agreed charges as a method 
by which the railways are able to contract for movements 
which, in fact, they could not get by competitive rate, 


because of the uneconomic character of the particular traffic 
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which they are handling, so far as their facilities and 
costs are concerned. 

Q. But, a truck rarely is found to carry all of the 
traffic that is offered to it, and may as a rule pick and 
CNOOSe, Cras ric. VTS bnay nos irue? 

A. Any particular truck? 

Q. AS a general rule, the trucking industry is not 
under compulsion to carry all types of Ovrarric ;as, is 
a railway? 

A. In Alberta, sir, there is a section in the Act 
which indicates that that would not be the case. 

Q. Is it a fact that that section is used, and have 
you ever known of a prosecution of a trucker for falling vo 
provide the necessary capacity to carry all, the, traffic that 
was offered to, him. 

A, In connection with that section the Secretary of 
the Highway Traffic Board in Alberta informs me that there 
has never teen a prosecution under that section, but that they 
have investigated complaints, and have threatened the 
particular trucker with © either prosecution or withdrawal 
of his license, if he did not do what the Act said he should. 
The Secretary also said that there had not been many 
complaints under that section. 

Q. I suppose the fact is that we can always be sure 
that the traffic will be carried by the railway if they haven't 
got enough trucks. The point I put to you is this: does 
the section say that if a trucker, having one truck, is 
presented with traffic that requires the use of ten trucks, 
that he has gat to go out and provide those ten trucks? 

A DLA, HOG think s0U pould read that into the section, 
no. 

QO. That is all 1 am, putting to you. Actually, it gets 


down to this, that as a matter of practice, in the absence 


iti -To: ok LO RRR HPT Y & VAM lauind, 6 ie 


y = 4 7] 
- ’ x, Pe a4 ae tris 
= ay loge Lap VOR OE ct 5 t+ OF OTe ay fk, Fly nee 


fa) Re iy bike: 7 ORE, PY oeld: 8 . ad ot ony me 8 


? Maer. af Lb. i PTB, r Ae 


: | 4 CoA ~ ae 


— 


sek Fe Ee atthe 


‘ eg ff . ALC If Ea aie +" 
ee (ayy kas a ne oe he Re Peo ee ee A 
- 
~~ 4 ». 7 
: ’ f rw. 8 y Tee wit. Seas. 
BATONS 2 2s LRM PRN SOAs TE OPHIR E SCOR AE AMS SRE eae | 7 
t+ ; , b - cunt a - Sey eer Oaonle 33 -_ 
e80h 2 aida oh Wp Evo Hg. 1 14408 OER, - BARTS COBMUNR toe = 
a , . aD. . . aa ee re ¢ 
; . , 7 {- ape “no + # ‘ 
- ai PP well .con eet 4. dadt.yee,10¢998: 90k. 
ba . x , ta :* x ae Ad T WES ite t x © ed pe i ey bs ane nee 7 paige wis ates a . poets 


sl cvnsrs ac Lo, oa ett4asesgenh r. tary OLTIOTL .ALsWyHPIes org, 


OnSsds sit-nd . .goleege asteine 


q n en F yi © 


- 10925 - Mr. Harries Cr.Ex. 


of some provision in the regulations that requires a 
trucker to provide that capacity to give adequate service, 
he is in a position to select traffic. Is that not the 
plain common sense view of the inevitable result? 

A. For any particular trucker that might be correct, 
but taking the truckers, in any particular aQvstracn, Lf 
there is anything but a momentary ° demand for extra 
facilities, I do not think it would be correct. There is 
a comparison there; something like the comparison that we 
might find in connection with the livestock movements on | 
the railway. 

Q. Now, I do not wish to be interminable with this 
question, but what I am trying to get from you is this: 
the trucker --- and I am speaking more generally of the 
truckers in the East, where these competitive rates are 
Supposed to be more frequently met with --- is by and) targa, 
a carrier of what we might call higher grade commodities in 
a Glassification? 

A. I don't know what the situation is in the East. 

Q. The fact is that the agreed charges really all relate 
to those higher grade commodities? 

A. The three that I know of in Alberta relate to 
lumber, butter and petroleum products. 


Q. 


w 


They would certainly rate higher than the very 
raw materials? 

A. Yes, they would. 

Q. I think you and I can get down to this, that there 
1s nothing very complex about the approach I am making to 
Ree I am suggesting to you that the trucker, whether or 
not we may disagree on the degree to which he is selective, 
tends to be more selective than the railway companies. — 

Is that not a fair statement? 


A. He tends to be, yes. 
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Q. Is there any regulation in Alberta to prevent 
the trucker from making a rate for one shipper, which he 
. does not extend to another? 

A. Nothing at all. 

Q. Have you never heard of cases where the shipper, 
having got the railway to make a rate to meet competition, 
has then gone around to the truckers and has told them that 
the railway has offered him such and such a PEGE eo QM i) 
what will they do for him. Have you ever heard of a case 
like that? 

A. I understand that there have been some, yes. 

Q. Does that not suggest to you as it does to me, that 
unless there is some kind of contract binding the shippers 
to use the rates, that the publishing of a competitive rate 
can in many cases merely result in a further bargaining 
between the shipper and trucker, and a further cut in the 
rates? 

As No, 1 am afraid I could not agree With that sir, 
because if you put in competitive rates the trucker may 
cut them immediately, and he may take the traffic for a 
month, or two, or three, or even half a PEaRs. PU. Lt ne 
is loosing money on that traffic, then the railway is going 
to get it sooner or later; and if he is moving it at a profit, 
then the railways'competitive rate is too high. 

Q. In the meantime, the railway is losing money on 
the Uraffic it’ dees eet; a1] for ne purpose. Supposing the 
railway is carrying 20% or even 50% of the Bratric, 
Ang) 1 Bees to get some of the balance of that Crarrig, (ang 
puts in competitive rates, but gets none of the traffic for 
some months, it loses revenue on that traffie which it has, 
and does so without any advantage to itself? 

A. That is correct; and that would be one of the things 


that I think could be taken into account on the competitive 


rates . (Page 10936 follows) 
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Q. Thet is whet we do on agreed charges. I 
wes wondering if you knew thet in 2 number of agreed 
charges the shipper has a freedom to truck up to forty 
or ifiity miles? 

A. vi Knew that sometimes .ali of the trefiie 
iS nob covered. 

Q. wihat 1S, not the question, 1 asked you. Did 
you know or did you not know that some of these agreed 
charges have provisions enabling the shipper to ship 
by truck within a certain mileage? 

Ms Wo, L don't know that. 

Qe if that were so, would it not be an answer 
to your suggestion that the railway is invading the 
economic Tiel¢ of ithe trucker? 

| A. It would only be an answer if that was 
characteristic of agreed charges where a truck could 
Houl 2s 

Q. Is not that a matter of bargaining? 

A, No, sir: for instance, take the agreed charge 
out of Alix on butter, as far as I know there is no 
stipulation with regard to the distance or the using 
of truckers for a short distance in connection with 
that agreed charge, and it seems to me that the basis 
of that agreed charge is that if the Central Alberta 
Dairy Pool will pay a little higher rate, really a 
rete higher than they got from the trucks, for hauling 
butter to Calgary and Edmonton, they will get a slightly 
reduced rate in hauling butter to Vancouver, 

Q@. Would you suggest that the railway should 
stop, publishing teriffs for.sa distance of forty or fifty 
miles? 

A. No, if they can't haul it at a compensatory 


rate. 
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Q. + suppose it were decided that it was the 
economic sphere for a railway to heul enything up to 
fifty miles, would you say it was uneconomic for the 
reilway not to take thst? 

A, It is never out of their economic sphere if 
you put the rates st a high level, 

@. Your suggestion is that you put these rates 
at such 3 high level thet no traffic was carried ? 

Bae Xess 

Q. That would exist if the trucker was competing, 
or not? 

A. It would exist where the railway was trying 
to make money on that haul, 

. Qs IG would have to be on short hauls, and you 
would have them put the rates on all short hauls to 
get them into the compensatory serea of revenue? 

Py “VSS s 

Q. And therefore the railway would be free under 
your system; insteed of trying to carry the traffic, to 
put the rates up notwithstanding that there might not be 
competition there, and notwithstanding that the shippers 
in these short distances may not be able to get any 
alternative means of transportation? 

A. It would result in @ rate of taper on the 
Paves; 

Q. It would very substentielly increase them in 
many cases? 

Ae econ st. know. 

Q. Perhaps, I should give the Commission this 
information, Agreed Charge No. 11, which applies in 
Ontario gives the shipper the right to truck from merine 
tanks end refineries for delivery to storage tanks in 


tanks of any capacity for a distance not exceeding forty 
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miles. 
MR. FRAWLEY:  Thot 1s the petroleum Agreed Charge? 
‘MR. EVANS: Yes. From marine tanks of a capacity 
of 1200 gallons for a distance of forty miles; from 
tank stations on railways, in trucks of any capacity 
for any distance whenever the railway has received a road 
haul for sa distance not less than that to the railway 
tank station nearest to the final destination. Agreed 
Cherge No. 14 has similer provisions. In the Agreed 
Charge on Petroleum Products No. 36 from Calgary and 
Velesso,Alberta to points in Alberts and Saskatchewan, 
the following exception appesers: 
"The shipper shall be et liberty without 
infringing the provisions of this Agreement to 
ship the said traffic from Calgary, Alberta in 

trucks of a tank capacity not exceeding 2500 

gallons, for distances not exceeding 50 miles 

of highway... and in the case of products shipped 

by rail from Calgary to any station or place 

distant not less than 50 miles therefrom, may 
transfer such products by truck to any nearby 
agency." 

Then in Agreed Charge No. 37 , Petroleum Products 
from Borradaile, Alberta, Lloydminster, Alberta - Sask- 
atchewan and Lone Rock, Saskatchewan,to points in Alberta 
and Seskstchewan. There were four agreed charges to which 
I referred, and there is some suggestion that I made a 
mistake in giving a9 number. The first was No. 11 and the 
second wes No. 14. 

MR. FRAWLEY: Where is No. 14? 

MR, EVANS: Thet is from refineries, marine 
terminals and storage tanks in the province of Quebec to 


points in Quebec and Ontario. No. 36 is for Petroleum 
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Products from Borradaile Alberta, Lloydminster, Alberta, 
and so on. 

Q. Now, then, have you investigated the relative 
preponderance of this so-called truckers to the common 
Garrier truckers in Canada? 

Ae! Noy sly, 

Q. Would you be surprised to know that they do not 
preponder and there are really more contract truckers than 
common carrier truckers? 


Pan 2 Rave MO: Gpinvon on thet. 
Qs L tried to find) the full) information,; but *f can 


give you this as a suggestion. In the transcript of evidence 
at pages 2535 to 2536, Mr. Brown gave a figure of 3,700 | 
licensees and of that amount a few hundred were common 
carriers. That was in British Columbia. Then in Ontario, 

my instructions are, that the Class A or common carriers 
totalled 256, and that Class C or contract carriers totalled 
741, and the Class D contract carrier totalled 295, making 
the toval of (the contract carriers roughly four times the 
amount of common carrier operators? 

A. These are firms? 

Q.- ‘These are li¢gensed operators. In the case of 
Ontario it is only fair to say to you that the common 
carriers have a larger number of white. in operation . The 
licensees are greater in the case of contract carriers. In 
the case of British Columbia, the figures I gave you are for 
vehicles, and therefore show not only operators but the 
number of vehicles engaged. Do you know of any fact that 
would suggest that that situation is. not characteristic of 
the motor truck industry as a whole in Canada? 

BG! ONG ,f LV aGoSnot . 

Q. Apart from the Province of Alberta, where it is 


clear there is no regulation of truckers! rates, it is pretty 
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clear that there are only a few of the provinces where 
there is any regulation of rates. 

MR. FRAWLEY: Yes, the record now is that New 
Brunswick and Nova Scotia are in the same Situation with 
regard to regulation of rates. 

MR. EVANS: Q. In view of the fact that that is so and 
of the discussion we have had, you still do ordo not adhere 

to your view that it is more likely that the railways 
will encroach on other than their economic Sphere to a greater 
extent than trucks are likely to do? 

Ra e84  ) Oey B11: 

2. So you are prepared to go this far, that having 
pegerd to une fact that, “as everybody admits, railways are 
bound to carry the traffic offered and bound to give 
adequate service and cannot abandon their services without 
authority, while trucks can do SO, would you deny to the 
railways the right to make some kind of contract that their 
competitors have the right to do; you are sticking to that? 

As Yes, (Six. 

Q. On page 3/7 you speak of the position of the small 
Shipper and at the beginning of the first complete paragraph, 
you say this, that the position of the small Shipper is made 
difficult by Agreed Charges. 

THE CHAIRMAN: What page is that? 

MR EVANS? Page 37,5. sir. 

Q. "The Transport Act provides that if it be proved 

that a contract unjustly discriminates against a 

competing shipper that shipper may ask for similar 

treatment. The complaining shipper must show that 

‘substantially similar circumstances and conditions! 

prevail. This is a most difficult requirement and 

indeed having in mind that two plants in an industry 


seldom have similar conditions as to their marketing 
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Yequiremenve, Juiae very likely .t6 be an 

impossible one." 

Now, the first thing I want to ask you about is in the 
case of the small shipper:Do you know of any case where a 
small shipper was denied the right to come in and have a 
fixed charge equal to the agreed charge made for him because 
Or fis size or the volume of his traffic? 

A. No. 

Q@. Do you know of any shipper who was prepared to 
make a contract on the same terms,who has been denied the 
right to that same charge? 

Bee | oNGr 

Q. Now then, I suppose you will agree with me this 
far that the small shipper can only suffer a disadvantage 
21 He COUuUld Not ship by truck? 

A No, 1 would: now. 

Q. You would not agree with that? 

A No. 

Q. Does that mean that your suggestion is that if you 
have a shipper in an area where there is an agreed charge, 

a small shipper--he could not get in on the Agreed Charge? 
Does that amount to that? You are suggesting that a shipper 
has not got truck transport available to him and yet he is 
deprived of the Agreed Charge? 

A. - No, sir, L am Hot suggesting that. By giving you -an 
example I may make this language clear. What I had in mind 
was, first of all, as illustrated by the Lion O11 Case that 
@ small company manufacturer may not have the facilities to 
take advantage of the Agreed Charge, and that: may be one 
reason why you get the small shipper at a disadvantage, but 
another reason, might I suggest, would be this:ff you have 
a large company with an Agreed Charge and let us suppose that 


50% of its market is within 100 miles of its point of production 
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and 25% is over ,200 miles, which would be called a long 
haul, then on the small shipper the effect of that Agreed 
Charge is, I believe, to probably increase the cost of 
transportation within the first 100 miles and to decrease it 
on the longer haul so that the net effect so far as the 
Shipper is concerned is probably a saving in transportation 


COST. 


(Page 10949 follows) 
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Q. Now, I am sure thet I em equally to bloeme 
that we sre getting at cross-purposes, but that is 
certainly not an answer to the question I asked. You 
see, the question I em putting to you 1s this: You say 
thet the small shipper is deprived of the egreed charge 
and I am putting feo you that he is in fact never deprived 
unless he wants to ship by truck. Isn't thet so? 

A. I did not say he was deprived of the agreed 
charge; L'said he was not in 3a position to take edvantage 
OL 05. SAPs 

Q@. Iam saying because he prefered) CO%sktp either 
the whole or a greater portion than is covered by the agreed 
charge of his traffic by truck? 

Re. Thet 1s richt, 

Q. Now then, how is a shipper, the small shipper 
at a disadvantage assuming the egreed charge is not lower 
than the competition requires? Would he come into 
alternative means of transport at this low rate? 

A. The .example I was going to give you would have 
demonstrated that, but I will Simply say that on long 
hauls he is at a disedvantage because the man with an 
agreed charge will have a lower rate than he will. 

Q. Then why doesn't he come along and take the 


agreed charge? 
A. Because of the relative proportion of his long 


and short heul business. If it differed from the man with 
the agreed cherge then he would be the loser, 

Q@. I suppose you think then, that the sgreed charge 
is to see everybody in the same position dollar-wise in 
the cost of production because that is what it amounts to, 
and you ere suggesting that because one Shipper may have a 
different: proportion of his product distributed in different 


mMileages tthat he should have some kind of a Special agreed 
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charge and not merely the agreed charge that other people 
are willing to contract for? 

A. No sir, I am suggesting that as fer as the 
railways are concerned, shippers regardless of whether 
they sre big or small should be trested alike and that 
Size and differing market competition and so on should 
not be a justification for a different rate and I am 
Suggesting that when you heave agreed charges, thet is 
what happens, and that is why I suggest that agreed 
charges sre not good from the Standpoint of the small 
shipper, 

Q. Weil, I think it is quite annerent... 1. don't 
want to argue with you, but it seems to me when you get 
down to saying that the small shipper cannot take the 
agreed charge because he has a different proportion moving 
different mileages thet he is trying to get the advantage 
of truck competition for a greater proportion of his 
movements and still complaining that he does not get the 
advantage of the agreed charge for the other proportion, 
That is what it really amounts to? 

A. No, he is getting different treatment from 
the railway on the long haul traffic. 

@. How, if he can come in and get the agreed 
charge, is he getting different treatment? 

A. Well, the small shipper, 10 per cent. of his 
business, we will say, goes long haul. It may be extremely 
important to him, and he pays the higher rate on that 
than the man on the agreed charge, 

COMMISSIONER ANGUS: Mr. Evans, can you clear up 
one point for me? In the Transport Act, Section 35 (6) 
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"If a shipper considers that his business 
would be unjustly discriminated against, he may 
come to the Board - -" 
and then in the last line of that Section: 

"Tf the Board is satisfied that the business 
of the shipper will be or has been so unjustly 
discriminated against, it may fix a charge in- 
cluding the conditions to be attached thereto, to 
be made by such carrier for the transport of such 
goods,” 

If the Board fixes the conditions, need those 
conditions be identical with the conditions in sn agreed 
charge contract? 

MR. EVANS: I have not considered that, but in 
practice they usually are. There is nothing, of course, 
to prevent that particular shipper, if he cannot meet 
those identical conditions, from trying to negotiate a 
different agreed charge with different conditions. There 
is nothing in the world to preclude that, but when it 
comes to showing unjust discrimination I think, generally 
speaking at least, the important conditions would be the 
same in practice. I know of no case where that has not 
been done. 

COMMISSIONER ANGUS: This thing seems to give the 
Board a little latitude in particular cases. 

MR. EVANS: I think there had to be some latitude. 
For the purpose of considering the important conditions, 
the practice was invariably the same. There must be some 
Latitude in the Board to make an obvious difference where 
it is not the material matter in the contract, but I will 
be glad to look into that and see whether they have ever 
made any departure from seny of the conditions in fixing 


these charges. 
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COMMISSIONER ANGUS: Whether they ever did that 
or whether they have committed themselves to the pro- 
position thet this really means that the conditions must 
be substantially identical, 

MR. EVANS: I think it probably comes down to this, 
Sir, that if a shipper should complain and should establish 
that he is unjustly discriminated against, and he asks for 
Some change in the conditions because he cannot live up to 
them, the materiality of the change would be the deciding 
factor so far as the railways are concerned, and I know of 
no case where there has been any material change in any of 
the conditions under those circumstances. But on the 
other hand, we never fight that fellow. If he can come 
in hai eee for this charge, we give it to him if he can 
Show that he is affected adversely by the charge. I 
would be gled to inquire and see whether in fact that 
ever tigs been = 

THE CHAIRMAN: Well, this sub-section that my 
colleague has just read does appear to give the Board 
very wide power to make the contract with the shipper? 

MR. EVANS: Oh yes sir. 

THE CHAIRMAN: That is to fix the sort of contract 
between the shipper with the grievance and the railway? 

MR. EVANS: Yes, 

THE CHAIRMAN: Because it not only authorizes the 
Board to fix a charge without seeing that charge, but 
aiso to fix the conditions? 

MR. EVANS: Yes. 

THE CHAIRMAN: “The Board may fix ‘a charge including 
the conditions to be attached thereto". 

MR. EVANS: Yes. 

THE CHAIRMAN: "- to be made by such carrier for 


the transportation of such goods". 
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MR. EVANS: Yes, 

THE CHAIRMAN: I do not see any limitation there 
upon the Board unless you might say that it is not intended 
that they should in this case go so far as to give an 
unjustly discriminatory preference to the agreed shipper 
against other people? 

MR, EVANS: I think it really comes down to this, 
sir, that 1f a man claims to be unjustly discriminated 
against, then the Board's duty under the Railway Act as 
well as under this Act is to remove the discrimination. 
Within the limitation of the removal of the discrimination 
complained of it has pretty broad powers, 

THE CHAIRMAN: This removel that you talk about there 
would only operate in favor of this one shipper and not 
upon other shippers. Just this one shipper would complain 
that he has a grievance on account of this contract; then 
the Board says"All right,we will make a contract for you 
for the same sort of business. We will lay down conditions 
which will bind him and the reilway and we will fix the 
charge"? 

MA. EVANS: “hati is right, sir. 

THE CHAIRMAN: I mean I do not see any limitation? 

MR. EVANS: I am merely saying that in practice 
the limitation must be this, that the powers of the Board - 
the Board has no power to be arbitrary about these things. 
Its power is to remove discrimination and I think the 
correct interpretation of the Act would be that the Board's 
powers are unlimited when it comes to the removal of dis- 
crimination. As long as it requires the railway to remove 
that discrimination, then I don't think it could fix 
different conditions. 


THE CHAIRMAN: I suppose its objective would be, 
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of course, to remove the discrimination against the 
Shipper who comes in to complain that he has been 
discriminated against, .bututhen as 8 result of their 
hearing the Act says: 
"Thet the Board may fix a charge including 

the conditions to be attached thereto..." 

and then it tells the shipper 
"Now, you can ship your goods by the railway 

but on certain conditions", 
and the conditions, I would imagine, that this Shipper is 
to observe might not be the same as the party to the agreed 
charges. For, instance, the proportion of his goods to be 
Shipped may be different, don't you think? What is to 
prevent that 

MR. EVANS +. L. think that might be a material fact. 
It might be considered by us that that would be material 
end it would be a difference in circumstances and conditions. 

THE CHAIRMAN: I know you might arrive st that but 
how would you get the Board to accept your language in 
view of the broad language of the statute? The: ststute 
says "The Board may fix and change and attach conditions 
thereto"; it does not say what conditions, I am just wondering 
whether this does not form a fairly good answer to Mr, 
Harries' contention. | 

MR. EVANS: I would not want the Commission to take 
my view for other than what it is. 

THE CHAIRMAN: But it would be Very Very (user uu brepe 
you knew of any case decided under this sub-section, 

MR. EVANS: I do not know because I know very, very 
few where that section has been invoked. When the complaint 
is registered, we give the charge almost automatically to 


the complaining shipper but I do not want the Commission to 
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feel that I would take advantage of that section to 
answer Mr. Harries when I have a different view os to 
how it would be interpreted, I think the correct 
interpretation of that section is that the Board's power 
is not unlimited because it would never be intended to 
exercise s power that goes beyond the nature of the com- 
plaint, that is to say, to remove the discrimination 
complained of. 

THE CHAIRMAN: I can quite understand the rail- 
way taking that sttitude before the Board, but ‘that does 
not say that necessarily defines the real jurisdiction 
of the “board, so that 41f you had any case already decided 
interpreting this language, one way or the other, the 
way you contend it ought to be interpreted or otherwise, 
we would like very much to have it. 

Me EVEN? OEP Gan Find it)" LT wiht dorea” but 
fdov not think’ thet 2b exists, 

THE CHAIRMAN: Do you know of anything, Mr. Frawley? 

MR. FRAWLEY: No, I have just seen the Lion Oil 
Company Case sat 50 C.R.C. but I am not familiar enough 
with it to make a statement, but Mr. O'Donnell has had 
wide experience in the sgreed charges section. 

THE CHAIRMAN: You see, at first blush one might 
say "Well, here is your answer ; just go to the Board and 
they will make a contract they deem to be more suitable". 

MR. BPRAWLEY: Yes, and it might take care of what 
Mr. Harrles points out as to the difficulty of the small 
business man. 

MR. EVANS: Here is perhaps, some light on the 
subject, It 18 not quite on the point, your lordship, 
which you raised but, I think it would be worthwhile 


having it on the record. Here is a reference from Mr. 
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Coyne's book, 

THE CHAIRMAN: Dr. Angus raised the pOlnc;  -L.wes 
JUSt elaborating 1t. 

MR. EVANS: Well, I am sorry,but at all events I 
have a reference to Mr, Coyne's book. Mr. Coyne is 
counsel for the Board of Transport Commissioners and his 
book is The Reilway Law of Cenada and st page 620 this 
reference appears: | 

"Where a shipper alleged that its business 

had been unjustly discriminated against as the 

result of the making of an agreed charge, the 

Board refused to fix a charge for such shipper 

under Section 35 (6) on terms and conditions which 

would be much more favorable to such shipper than 

those contained in the agreed charge". 
And the case given for that was the Good Rich Refinery 
Company Limited v Canadian Railway Association Bt Gare ars 
140, and there is another case referred to, My friend's 
iton*Orl case is referred to in 50 C.R.2.Cc. 156 and 
Canadian National v Good Rich in the same volume 50 C.R.T.C. 
161, and it would seem to me that that is good law, sir. 

THE CHAIRMAN: Yes, I suppose it means that the 
Board would see to it that the tables were not turned so 
that the complainant would receive sn unjust discrimination 
in his favor. I suppose they would limit themselves that 
way, but within that limitation I do not see anything to 
bind them as to the kind of s contract they make. 

MR. EVANS: “Now, in order to get this thing as clear 
as we may do, without wasting too much time on it, I want 
to say th , that the Act provides that the shipper can 
object in the first instance and he may succeed in preventing 


the agreed charge being made at 311, and then he can come 
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along, at any time as well as in the first instance 
and he can have this charge fixed for him. 

THE CHAIRMAN: Now, to come down to your first 
instance, when does the agreed shipper know that this 
agreed charge is meade? When does he first know or how? 

MR. EVANS: He gets a good deal of notice under 
PeCuLOnnc Ds 

THE CHAIRMAN: We had all that before, I think. 

MR. EVANS: Yes. I am quite willing to give it 
to your lordship again. 

THE CHAIRMAN: Anyhow, he gets to know it because 
there is some publicity given to the fact that the 
decision has been made? 

| MR. EVANS: Yes. 

THE CHAIRMAN: And we have had the complaint that 
this publicity is not sufficient to reach ail enese 
perties,. 

MR. EVANS: I think the complaint about the lack 
of notice is more particularly related to the ordinary 
tariff procedure than to the agreed charge, because the 
agreed charge gets two things that have been asked for 
in connection with rate meking generally. It gets prior 
hesring by the Board before it comes into effect and it 
cannot go into effect until it is approved. It gets 
consideration of the revenue effect on the carrier prior 
to the thing going into effect, and it gets added DUuUbLICLEY: 
There are those three things. 

COMMISSIONER ANGUS: Mr. Evans, I should like to 
make my question just a little bit more precise in this 
woye 1 am not suggesting that the Boserd would ever use 


this power except to remove injustices and to create 
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along, at any time as well as in the first instance 
and he can have this charge fixed for him. 

THE CHAIRMAN: Now, to come down to your first 
instence, when does the agreed shipper know that this 
agreed charge is meade? When does he first know or how? 

MR. EVANS: He gets s good deal of notice under 
BeCcuLOn 35. 

THE CHAIRMAN: We had all that before, I think. 

MR. EVANS: Yes. I am quite willing to give it 
to your lordship again. 

THE CHAIRMAN: Anyhow, he gets to know it because 
there is some publicity given to the fact that the 
décision nas seen made? 

MR. EVANS: Yes. 

THE CHAIRMAN: And we have had the complaint that 
this publicity is not sufficient to reach ali these 
perties. 

MR. EVANS: I think the complaint about the lack 
of notice is more particularly related to the ordinary 
teriff procedure than to the sgreed charge, because the 
agreed charge gets two things that have been asked for 
in connection with rate making generally. It gets prior 
hearing by the Board before it comes into effect and it 
Gennot go into effect until it is approved. It gets 
consideration of the revenue effect on the carrier prior 
to the thing going into effect, and it gets added publicity. 
There are those three things. 

COMMISSIONER ANGUS: Mr. Evans, I should like to 
make my question just a little bit more precise in this 
waye I am not suggesting that the Boerd would ever use 


this power except to remove injustices anda to create 
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Something that is just, end I fully agree it is limited 
there, but within that range it seems to me that there 
may be 3 good deal of latitude for opinion and for the 
development of practice and perhaps I can clarify that 
by an example. Supposing an agreed charge is made for 
a shipper who has very little short-distance CPaltie,; 
and he agrees to ship 911 his goods by rail. Supposing 
that someone else asks for that charge who has a: great 
deal of short-distance traffic and also some long distance 
traffic. The condition thet was quite reasonable for A 
might seem to someone to be quite unreasonable for B. 
In what circumstances would the Board be free to act? 
MR. EVANS: Well, I can say this much, that the 
rates in the ogreed charge must be expressed in cents 
per hundred pounds ,and they ere usually expressed in cents 
per hundred pounds in mileage tables setting forth in the 
agreed charges that those rates apply for those mileages 
and if a condition arose where the original shipper getting 
the agreed charge had more of the long-haul traffic than 
the complaining shipper, the complaining shipper would 
Still have the benefit only of that agreed-on rate 
because otherwise you would have claims of discrimination 
brought by the people even though they were not parties 
to the agreed charge. 

MR. FRAWLEY: I do not wish it to be said, sir, 
that the general provisions with regard to discrimination 
in the Railway Act ere not of great importance in con- 
Sidering the kind of discrimination with respect to which 

and that 
Part 5 of the Transport Act concerns itself/ Part 5 of 
tme Transport Act is a code in itself and that the dis- 
crimination which must be settled there is limited and 


confined to the kind of discrimination which is there 
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asserted, ond if that interpretation were taken, then 
with respect,the suggestion made by Mr. Commissioner 
Angus would be taken care of. 

MR. EVANS: Well, of course, I think it is perfectly 
clear that Part 5 of the Transport Act is not a code in 
itself because if the Commission will look at Part dye Part 
1 deals with the Board of Railway Commissioners for Cansda-- 
now the Board of Transport Commissioners. It says that 
the provisions of the Railway Act regulating sittings of 
the Board and so on will apply. 

THE CHAIRMAN: I think sub-sections 2 and 3 moke 
10026287; that. it. is-a co-ordinating body. 

MR. EVANS: Yes, and there are other sections I 
am sure. Yes, sub-section 2 of the Definitions Section; 
"Unless it is otherwise provided or the context otherwise 
requires, the expressions contained in this Act will have 
the same meaning ss in the Railway Act" that would include 
unjust discrimination. 

MR. FRAWLEY: I would suggest, if myi riend. is right, 
I think we have to go into it a little further, and we will 
have an opportunity for that, but if my friend is right 
and a shipper feels he has been hurt by the provision of 
an agreed charge, and he is bound by all of those proceedings 
in the jurisprudence of the Board with respect to undue 
preference and unjust discrimination, then nothing has 
been accomplished in Part 5. 

THE CHAIRMAN: Otherwise, there would be no use 
in legislating at all? This Transport Act does say that 
the Board may oe ees which we have before us, fix 
@ charge, and fix conditions. That must mean to remove the 
Sreivance which the other men was complaining about. 

MR. PRAWLEY: My view would be, at the moment, oe Ge 
that if he spould that this agreed charge hurt his business 
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merely distance-wise, as we have been discussing this 
morning, that if he showed that that would be a case 
thet would come Meer sub-section 6, but if he had to 
Show en unjust and undue discriminsetion which has 
grown into a very formidable precedent in the juris- 
prudence of the Board, then, I say, he has much more 
to prove than one would have thought he had, under 
sub-section 6. 

THE CHAIRMAN: However, it may be on 2 com- 
plete examination of that sub-section 6 that the matter 
is already taken care of by legislation, and that the 
only alternative then, would be to simply repeal the 
whole provision., That is, on the one. hand the, con- 
tention is that these agreed charges are unjust and 
should not exist, and then the answer comes along: 
"Well, the Boord has power in the case of injustice 
to put it right and to go so far as to make conditions 
and fix charges." Well, if that does not sufficiently 
remove whatever injustice exists, then the only 
remaining argument to be advanced by those against 
the fixed charges is to repeal the whole provision. 

MR. EVANS: My submission will be in due course 
that these complaints about the way the agreed charges 
operate are absolutely without any substance whatever,. 
and we do not have shippers coming along and complaining 
about these things. 

THE CHAIRMAN: I expect you will argue that? 

MR. FRAWLEY: For my friend to say we do not 
have shippers coming along, we have the Good Rich Co. 
the Lion O11 Co, - 

MR. O'DONNELL: All we have coming along in these 


cases is that we have before the Court the evidence 
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that those particular shippers did not wish to dis- 
tribute their products in the manner that the Be 
Shippers did who applied for the agreed charge. In | 
other words, this whole question was reviewed in detail 
in the McColl-Frontenac Case. It was a question as 
between two systems of transportation, and all the Board 
said is, that the shippers could not have the benefits 
of both systems of distributing if they wished to have 
an agreed cherge, If they wished an agreed charge, they 
must take the bitter with the sweet es far as freight 
rates are concerned, end forgo the truck distribution. 
Now, in the McColl-Frontenac agreed charge with respect 
to the distribution of crude, oil or rather finished 
petroleum products in Saskatchewan, those who accepted 
the terms of the agreed charge forwent a whole array of 
things. They forwent the right to import gasoline and 
to short-hsul it from the international boundary into 
Saskatchewan, and distribute it that way. They forwent 
the right to refine crude oil in a refinery which they 
were going to build, By accepting the nogeds cherge 
which was negotiated and concerning which any one that 
hes eny interest whatever has a right to hear, as they 
did, and object, the McColl-Frontenac Company had to 
forgo the benefits of a distribution by truck, and that 
is most evident when we read those cases of Good Rich 
and the’ Lion O1l,) The Lion: O11) Company and the Good 
Rich Company both wanted to retain the right to make 
a certain distribution by truck, whereas if they came 
into the agreed charge they would have to forgo that. 

I don't want to take time going into those cases 
but it is evident that on those very facts the Board 


held there was absolutely no discrimination against 


. ste tb ov te iat don ft enoqqtie “ 
ot it ue seat; a ee es re ae 
1 
‘Tengo ond © 3803 ‘oariiet! ong. nb a 
a u ape oe a =) IrTaTs. be othe ie . 


ir 


A * , ool | 
{fsiap az OWES COW NOLGA 
i} at ay Ge at ei! ru 1) MOR Como Tar eer ae 


+ Py 


he W a pre ) « 

—— ° 
oe Mg . ba ee st ‘cal ase 
bo GC ae i a Mad fo HN ane bf 


. + 4 


ioe 
£ +8 
" 
ahah 
; 
Ps 
~ 
he 
a 
a 
e 


_ 
or 
? 
ae 
4 
n 
. 
Nene 
7 
Nee 
© 
a 
. 
— 
ee 
tL 
iz 
a ie 


Fuse) 


i os Se tas: eT id Pek ie : = cet 7 es | 
* st is 
: mf Ralest. 3 \ j fy 19 ‘ea ee OS 14 4 dp ony tery 
We a eee ~ ae: Seen een Ts t te TT oe bah a 
he ¢ yO See anny mas aed, TAR Re | Sie a hg £2) Gail was.) ice, ee 
, 
| wet ut Aedeiw veodd Jf pare ticeee to. enogaye dtiod % 
aS eae a MECH! th AL Reber Aihara 4g gt ER SOeE a Seas 
eo 7 * ; ; 


'. Ne iN vas Sai | “La EF i Mie iv \ 4 at ssgrens beet 

i Mobos erry cee : 1 re sie ke ak hie wba RAS | eae 

{ 

. {dghert ac set ab goowe gilt dedw woyatd odd eet Seam: 
mere ee: Melee! akan g, s.r ne a 

bats YS tap lat d hh ston 2 estes | 
este tl y 
ie Beare 8 Ae ve Wh = 


, 
= 

sat 
7 


ah ab stouporg viata sts vias 


HsoHtae Sit a i 2 au awrod ‘edt 
a Me eh ‘ a rf : - 
Ric C8 ca aes We > a “ sh. mee = ee eer’ bi i 
; i} A r j 
aig Yrrawtoly Y oft ogatdt . 


? 4 > | @ hie , fh ni - ITSHEE ta bt} i 
hooey. ire elle oe : 
is a ‘ be i Pe iat aes Lic Pet iS tay 


«iT f 7 $ , > . 
ae, kid ‘os salto eitsw 
ae eS Hild) ha cate Pe eee 
‘ ' hl 
Bre, bodetioasn adw io iw | 
i. Freer to Mmm ames 029 
‘ : \ , +) hy S Awe) + we i a9 ce 7 
x Ao avy rt "mt ont wae esd i 
bo ee ie ie. Ainaee . % we re | i) 
4 } 
- " e ” ’ ‘ Po. j 
ool arid .toeldo bad (Seb 
cok 3) te oe Be t Vs a Oe * ah hy Pe sd * ah 
Pe. . A 
b ¢ to yt toned acig ogo} 7 
{ fis ; 
wy rag ty, : ~ ee 
A y > 
; ve wt ii vi tr dnd vé veon rod g 
i on Ss, es IS “ AS 9) aes 
Se) dhe Re ee Neo SAO OS EO ete el ene eee 
. | ; 
kiit a Li of gy’ 
idl Off ~ «htt sare org 5 
ef He Ee mE Si aa 


ar cae ar ite 


act wee titod ae op ees 


_ 
“ 
= 


. : 
tne 


- 10962 - Mr. Harries Cr.ex 


them in any way whatsoever and that they were not 
entitled to complain or rather the grounds of their 
complaints were without foundetion because all they 

were trying to do was to continue to make part of 

their distribution, or a substantial portion joheLt); 

by truck, whereas, if they entered into the agreed 
charge, they could not do that, and the Board pointed 
out in the Good Rich Case that the Company has had 

in its power to meet all the objections which it laid 
before the Board in order to place it on an equality 

in every respect, with the other oil companies, to carry 
on business throughdéut the province of Ontario. "I 

PING Bs sod aete that the agreed charge does not result in 


unjust discrimination to the Good Rich Company." 


(Page 10969 follows) 
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THE CHAIRMAN: I suppose that in every respect means 
as far as the railway transportation is concerned? 

MR. O'DONNELL: Yes, if they wanted to adopt a 
system of; distribution it.was, open, for them to do so. It 
was a matter of these two systems of distribution. 

MR. FRAWLEY: I only mention the Lion Oil and the 
Good Rich case because my friend said the shippers are’ not 
coming to the Board in these cases. I do not want to leave 
any inference that the Province of Alberta was presenting 
this Agreed Charge case in a vacuum. 

THE CHAIRMAN: The purpose of this discussion is as 
to whether the Act provides any sufficient remedy for 
grievances? 

MR. FRAWLEY: On the question raised by Commissioner 
Angus, I found it very interesting. (We can’ find very littie 
Substance in the argument by the Board as to these small 
shippers. 

MR. O'DONNELL: I say that under the Act a small 
Shipper is) given Ae protection. 

THE CHAIRMAN; What effect has all that on the witness? 

MR. EVANS: Perhaps, he has changed his mind. 

COMMISSIONER INNIS: In the matter of fixed charges, 
can you say how many of them were concerned in the movement 
of oil, Mr. Evans? 

MR. O'DONNELL: Four; there have been 42 altogether. 

MR. FRAWLEY: The volume is pretty large. 

COMMISSIONER INNIS: Has the volume been larger for 
these, four? 

MR. O'DONNELL: No. 

MR. EVANS: The point, I think, is this that although 
there are four agreed charges, there may be producers who are 
parties to it getting the benefit. 

COMMISSIONER INNIS: I was wondering whether the 
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the railways were indirectly subsidizing a contract on 
agreed charges in the oil cases. 

MR. EVANS: I think you have to look at it in two 
compartments, that the agreed charges are compensatory and 
if they are --- 

MR. O'DONNELL: They must be compensatory because the 
net revenue of the carrier has to be affected. 

THE CHAIRMAN: . That is a cardinal rule of all that? 

MR. O'DONNELL: Yes, if a railway cannot - come before 
the Board and prove that it is compensatory then it cannot 
make. 1 t.. 

THE CHAIRMAN: What section are you referring to? 

MR. O'DONNELL: Clause 13 (a) of section 35. 

MR. EVANS: I hope that the Commission won't mind me 
pursuing this a little further, but I feel that I have to. 
In the case of the Lion Oils, that is referred to on page 37 
Of the brief. 

THE CHAIRMAN: - (. thought you were talking about some 
Kind of oil. 

MR. EVANS: Q. They operate in Calgary, do they not? 

Ay wes, Six) 

Q. Is there also a British American refinery there? 

AsV YOR. 

Q. Is it not true that the British American stayed out 
of the agreed charge in Calgary? 

A. Yes. 

Q. whs \Lounot aufact that these or] companies stayed out 
or came in depending upon the extent to which they wanted to 
truck their oil themselves? 

A. Yes. 

Q. And going farther down the page, it is your evidence 
on page 10746 where you said this - - see if I am correct on | 


this? You suggested there in your evidence that you looked 
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upon the nereea charge as a return to the situation that 
existed prior to 1903 when the Board was appointed. is that 
a fair summary of what you said yesterday? 

A. That is the tendency, yes, sir. 

Q. Was not the principal difficulty giving rise to the 
appointment of the Board, or at least one of the material 
difficulties prior to 1903 the question of discrimination 
and Pfebates? 

Ree Ves . (sin. 

Q. Now, then, in your view as a student of transportat- 
ion who do you think suffers most under a condition of 
discrimination where rebates flourish? 

A. of would say the small shipper suffers. 

Q. What was done was that when the Board was appointed 
there was unjust discrimination or discrimination, and in 


that way the shipper benefitted? 


Q. At the top of the page of your brief against agreed 
charges you speak of the difficult requirement of showing 
that the smgll shipper has been unjustly discriminated against? 
A. Yes. 
Q- Is that difficulty *+ exactly the same under the 
Act now in force? | 
A. With agreed charges you are dealing with shippers 
that are --- 
Q. Would you please answer the question? 
A. The answer is no. 
Q. You say that the difficulty of improving substantially 
Similar circumstances and conditions is not the same under 
the Railway Act as it is under agreed charges? 
Ban Yess  eay that. 
Q. Is that the advice you got from your Counsel or is 


that your opinion? 
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A. I am afraid that is my opinion. 

MR. FRAWLEY: That, accidentally, happens to be my 
ODINLON also . 

Mia MVANSi.0Q. /What,. in, fact, you say about this 
statement in your evidence is that the small Shipper -- 

THE CHAIRMAN: While you are on that point under the 
Railway Act, if a party complains about a certain rate as 
being unjustly discriminatory, what can the Board do to the 
rate? 

MR. EVANS: It may disallow the rate complaint or it may 
fix a rate or it may leave the rate as it is. 

THE CHAIRMAN: It may substitute another rate? 

MR. EVANS: Yes, under Section 325 o0f the Act. 

THE CHAIRMAN: I had in mind if the Board finds a denen 
rate to be unjustly discriminatory it disallows it? I think 
under certain circumstances the Board has the right to disallow 
a rate but not to substitute a new one. 

MR. EVANS :': that 1s in Section 325 of the Act: 

"The Board may dag ablew any tariff or any portion 

thereof which it considers to be unjust or unreasonable, 

or contrary to any of the provisions of this ACT:...4 

and may require the company, within a prescribed time, 

to substitute a tariff Satisfactory to the Board in 

lieu thereof, or may prescribe other tolls in lieu of 

the tolls so disallowed." 

I do not want to mislead the Commission but in practice 
the usual order is that the discrimination be removed. That 
usually permits the railway to have anoption, the option being 
to raise the lower rate or to lower the higher rate« »As long 
as the discrimination is removed and the rates are reasonable: 
in themselves, the Board does not interfere. 

THE CHAIRMAN: What goes on in the meantime; is the rate 


that is complained of to prevail until the Board brings in a 


| oa a 


“et uit ron ih. 
om nat “ver off \ , we 
igi 3. SN OOS: YA® IONE. « fot eh ev . ae. O38 PA saad pr 


: erty, Len ia. fly Sit: . Otte: Put! Sotrek tye: HoH aa 
| i te eo | . 
‘@ } ' | ered : rom 


. > % 
™ toligd teddy Wo ons tpy. |< te oS 


atk "tpahai: 
, 4 . 

. ds © oe eres © A ~e a <4 e * , 7 8: 
a a kd te Hi SLD OD: iy SLO 2h bagino iq eal tt ion % ee 


of. e. ae 


pie ved eee . see te 
ae > CWA: rie: (RO, +Salw cu WATIGLIAIaS eitew 3 *. 


ise 2s m8 
Gite, 2h We SM LEAR ST. ait: wotts 3a Si re tS WHS te ey ROT a 
% | SJ bt, BA: BIBS: SR, SMBodD Ue ne: 2 Sh; TS: lh 5 


i ester, tapiens. elyattagyy & VA Oo Jwaniteetty ae 


or = 
Ne 


‘ ; Vv) oy 
. ded sft Se ciGecettoek: tate _2a%): (es 2AM, ‘ “i Ae 
i: ate ‘ uth ae Voss 
Pe ; . L. thet Fe 1 
Sa $446.4 abodt, brec anld. hk bate mh Seah ‘AM wes a al uf 


Maho O42 cretdeekh: 22 wootentimroeth eiautan: nei eet 
Hohiwetty of tuainy efit RAR DBos Sin BOMB Rm Se Lo. abt ge asRO, 


We ia * 


«OR: MOT: : ofudt todas: OF: SO” Ha ome 


Ph ihe ere: Aes ie a pple Oeep hi: oer Fy ieee o eo iv AY i. % +f me a ie a 
BPR Ma eee ep ae S a : 

7 p ( 
| aired yom. webteent: qim bracket 1) fn 
+ObiEe: Boo ta: Hired Uae. wohieenh Gam OT AGS ARR 1 re 
aes ees : Re BE = whe a : ; ; ie 
= : 5 : . 
e : 
ie 


~ 9 Sue BET te SEE EF ESE REGS ME 


ott: to YR: Oh SHINO: ae y ; 
rr i ie 7 : 


m= VU / 
HSA IES SeHrig Ctr tw, —_ ARO: apie. arlw pe oh: ad Daf: 4 


7 od 


4989 of erosestedond. Tat & oda asHe, Sane yale 
ae 


by 
‘iL at eifeos istte ee iroeeid: Yay to Joep: wees i yy i, 
" powolkh seth om akties oe in 7 - 
P a : ay 
btos sa ct. Tete Wed ae tegoD; oh Paula bm, OF: FRM $054) alk A 
ate .cowayens 9G aotmeeeth oft Saati ab apinte, Ses 
MOLTO ose «flop he eye fh. Oe; : NEBR: salad att, sigan: 


BA «Gti togeiel: aenry SPR. wer FO atm ToMoL silts 


. hon yi fea i 


“at saninats imac sn if tay. 


. a, 
nia ae he Ok 


- 10973 - Myaetateies) ~OPaestg 


new one? 


MR. EVANS: The rate remains while the Board is hearing 


A Olis 


THE CHAIRMAN: You say the Board may lower one rate or 
ImCrease, another... 1/418) for the railway to do that, and 
do they do that immediatel:? 

MR. EVANS: Yes, there are two or three ways it is done. 
The first thing that happens that when the complaint is 
received in many cases the rate complained of is Suspended and 
can no longer operate while it is being heard. If there is 
not a very strong case, sometimes the Board does not suspend 
the rate. If it is suspended it does not come into Operation 
but after the end of the time for hearing there has: been 
no prior suspension, then tthe rate cannot operate until the 
Board's order becomes effective. It can be done on a day's 
notice or two days' notice . Then in their order they 
Suspend that rate and it becomes operative at the time of the 
order. 

THE CHAIRMAN: Are there any conditions anywhere under 
which the Board may disallow a rate where the normal rate 
comes into operation? 

MR. FRAWLEY: Mr. Matheson was telling us something about 
that in the Maritime Freight Rate Act. 

THE CHAIRMAN: Yes, that reminds me. It is Something 
Special. 

MR. EVANS:Q.Now then, just so that we get back to the 
point we were discussing, in view of our discussion you are 
now and still adhering to the position that the small shipper 
is as badly off with the agreed charge provisions as they 
stand as he was prior to regulation in 1903 when the Board 
‘was appointed? 

A. No, I am not saying he is as badly off? 


Q.. I just want to get what you do . What do you say? 
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A. The agreed charge sometimes is a step backwards 
towards the situation you had prior to 1903 as far as the 
Small shipper is concerned. 

Q. You do not mean to convey that this is more than a 
retrograde step and it is in a sense a return in a broad 
way to the position of the small Shipper prior to 1903? 

A Oh asc: 

@. This is what you said in your evidence at page 1046: 

"Then we would liken the agreed charge to the return 

uO tne ‘eondition: that prevailed prior to 1903 with 

regard to the small Shipper. In our Opinion, that in 

itself is a consideration which should bear some 

weight in considering the propriety of these charges"? 

A. Ido not think I coulq have said that. What I 
meant was that it is a step backwards towards the £903 .Situat- 
ion. 

Q. You could have made the correct impression by merely 
Saying that it was a Step backwards. You are, perhaps, 
inclined to Overstate, and I am just Suggesting that youmight 
want to qualify that? 

foe, NOs. oe wouldnt. 

MR. FRAWLEY: It depends upon what he said the day before 
yesterday, Mr. Evans. 

MR. EVANS: Q. We come to the Stop-off Privileges on 
page 38. Am TI right in this that the Stop-off that you are 
talking about is the Stop-off for loading? 

A. Or a stop-off for processing. 

Q. That is transit not a Stop-off. 

THE GHATRMANS. JO. ai thought you told us the other Gay iG 
was for loading. You do not mean a Stop-off privilege such as 
making wheat into flour? 

A. Yes. 

Qe) Thateis transit... Did you. include all of that i. , 
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in the heading "Stop-off Privileges"? 

Bir 1822 817. 

Q. I thought you said a Stop-off privilege should be 
One that a party could bring before the Board on application 
to have it granted? 

Be, Yes; Sir; 

MR. EVANS: Q. Would you include a stop-off: for 
storage? 

Ae. Yess: 

Q. All forms of stop-off whether transit or processing, 
a stop-off for loading and unloading and a stop-off for 
Storagee thesewould be matters you included in this para- 
graph? 

rl yes. 

Q. As I understood your evidence yesterday, you put this 
Qualification on it; You thought that in tthe vast majority 
of cases these things would be negotiated with the railways 
by the shipper and the Board would give automatic approval 
to them? 

A. Yes. 

Q. Apart from unjust discrimination, if a Shipper simply 
Says, “I want to get the privilege of Stop-off to store some 
of my goods until I decide which market I am going to send them 
to", would you give the Board the authority, over the 
objection of the railways, to order that Stop-off privilege 
CO De pUt in? 

A. If the Board thought it was desirable, yes, we would 
give them that power. 

Q. What test of desirability do you put on that? 

ms if the Board, after hearing the evidence of both 
parties, thought that it was desirable that would be sufficient. 

Q. Do youand I understand the same thing that stop-off 


means this; That the shipment inbound to the Stop-off point 
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for storage moves in at the local rate and goes into storage, 
and then after a certain time the goods are shipped out 

at a through rate and the difference paid by the Shipper is 
the difference between the local rate and the through rate? 

A. Yes, «lL understand that. 

Q. Would your stop-off privilege give the shipper a 
choice of destination from that stop-off point? 

Aa ibshaven it, considered that-aspectuof its Tt is 
Simply a matter of principle that we think the Board of 
Transport Commissioners should take an active part in things 
Such as this in-transit privilege. 

THE CHAIRMAN: Q. In that case then, you mean that the 
railway should not be allowed to give stop-off privileges 
to any shipper unless they both come to the Board and get the 
Boardits blessing on it? 

A. I think if they would both agree the approval of the 
Board would be automatic. 

Q. Still they would have to go to the Board? The point 
is that you would say if the railway and the Shipper are 
quite in agreement about a stop-off they, nevertheless, cannot 
make it effective without going to the Board? 

Agi Dhets lserteht. 

MR. EVANS: Q. What would you do to notify all other 
Shippers in a like situation who might have objection to it on 
the ground that it might discriminate against them; you would 
have to dow that? 

A. Yes, if the stop-off privilege is granted by the 
railway to a particular shipper you would have the same 
Situation. 


Q. 


~ 


Except the stop-off privilege comes into it and does 
not have to be held up until you have the full dress hearing? 
A. No, as far as notifying other shippers, it is the 


Same situation as to-day. 
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Q. The privilege of getting a stop-off privilege would 
be a lot less if it meant that you had to have a hearing with 
the delay involved? 

A. If there was a necessity of a hearing Aanvtnis 
System which we Suggest, I would imagine and i ina there 
is another reason to believe that there woud /ee a hearing 
under the circumstances, and if there was a hearing I would 
be surprised if the Board did not allow the privilege. 
| COMMISSIONER INNIS: To what extent is a stop-off 
privilege used? 

MR. EVANS: We heard of a stop-off for loading in the 
interior lumber industry. 

COMMISSIONER INNIS: Is it Something that is used in a 
very large way by the railway? 

MR. EVANS: There are certain points where there are 
warehouses provided. We have warehouses at Newport. 

THE CHAIRMAN: Where is that? 

MR. EVANS: That is in Vermont, just across the line. 

THE CHAIRMAN: Does this stop-off privilege at Newport 
apply to any shipper? 

MR. EVANS: To anyone that ships on the Stop-off rate. 
If he ships by the same carrier he gets the benefit of the 
through rate. He pays the warehousing charge, of course. 

THE CHAIRMAN: Q. Does any charge of discrimination arise 
here? 

A. No discrimination. In connection with in-transit 
privileges --- 

Q. What is the complaint here? 

A. In Alberta the people at Lloydminster produce, among 
other things, a binder that they use in bricketting. If they 
want to move any coal and move this binder into a plant to make 
this stuff, and they want an in-transit privilege for the coal 


or binder, they go to the railway and negotiate with them. 
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Did they get it? 


Q 

A. They haven't got it. 

Q Have they asked for that? 

A I would not like to say. I have had a discussion on 
bhat subject; but, as a matter of point, we think those 
people should“have the privilege,if they have been to the 
railway and have beun refused there,that they should be able 
to go to the Board. 

Q. If I understand you properly neither the railways 
nor the shippers can do anything until they both go to the 
Board? 

A. If they cannot get together. 

Q. Suppose the railways and these particular shippers 
aeree ou Still would make them go to the Board? 

A. They would file that with the Board and have the 
privilege granted. 

MR. FRAWLEY: I do not think one can say that they would 
have to go to the Board; they would simply file it with the 
Board for automatic approval. I would not associate myself 
with my friend as to any formal hearing. 

THE CHAIRMAN: Q. If the two parties agree to it why 
cannot they go on and do it unless someone is being hurt by 167 
So far he has said the present practice should be changed and 
they should have to go to the Board, and in the meantime the 
rate was not to be effective until the Board had approved: of 17 
Do you say that the Board must approve of it? Do you not say 
that this Board can say, "We have diseretion here and we may 
exercise it, Is this the condition you want to create? 

MR. FRAWLEY: No, sir. 

THE CHAIRMAN: Do you go so far as to say where the 
railway and the shipper agree they should go to the Board? 

MR. FRAWLEY: I only want to say that I think when the 


Witmess was last answering your lordship that he was going to 
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explain the degree of informality that would accompany a 
Situation where there had been already agreement. There would 
be practically nothing but filing an agreement and having it 
rubber-stamped by the Board. 

THE CHAIRMAN: It is one thing to say that where the 
railway and a shipper enter into a stop-off privilege they 
Shall communicate this agreement to the Board, and another 
thing to say that they should have to appear before the Board. 

MR. FRAWLEY: Yes, my lord. 

THE CHAIRMAN: That is a different thing from saying 
that they must go to the Board and have it approved. Mr. 
Harries has been telling us all along that he wants that 
prior approval of the Board. Cannot you clear it up? 

MR. FRAWLEY: Q. How much farther beyond what is usual 
now would you consider you had to go? 

A. I said "Approved by the Board" because I thought, as 
Mr. Frawley said, they would just rubber-stamp it and Dut LU ing 
When the railway and the shipper agreed to a stop-off 
privilege I do not think there is any problem as far as the 
Board is concerned. 

THE CHAIRMAN: Q. Would you still make them wait until 
they got word back from the Board? 

New Now 

MR. COVERT: May I add something, my lord? I wonder if 
they mean to file for approval subject to objections? 

THE CHAIRMAN: You mean objection by a third party? Is 
that the situation you want to create ? 

MR. FRAWLEY: Yes, my lord. 

MR. O'DONNELL: That is the way it is done now. 

MR. COVERT: Q. Isn't that the way it is done to-day? 

A. The situation we were interested in was that when the 
railways and tthe shipper can't agré@e that the 


shipper could come to the Board and say, "This is my case" 
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and the railways present their case and the Board decides. 
We say that the Board should assume a more active role 
in that. | 

THE CHAIRMAN: Q. You tell us that you want this 
Situation,that if the two parties did agree,they must, 
nevertheless, come to the Board for its approval? 

A. £ 40 not mean what, Sir, invthat eenee. 

Q. You mean that they would file it and it is 
subject to approval or it is Subject to objection? 

A. It is always subject to objection and I do not 
think it needs to be subject to approval if they both 
agree. 

MR. EVANS: Q. In connection with this special 
pen of the case where you think on a complaint that 
the Board should be empowered to order the railways to 
put in this privilege for a Stop-off, you want them to 
have that power regardless: of any question of discri- 
mination? | 

A. Not regardless of the question of discrimination. 

Q@. How far, then? 

A. If this privilege is discriminatory as between 
Shippers that would be one of the things that would have 
to be removed. 

Q. I want that very clear. You want this Board to 
have this power to order a stop-off privilege to be put in 
whdther or not discrininstionis alleged and proved? 

A. Yes. ) 

Q. Now then, so that it would only be a question of 
the Board's discretion whether on a complaint that a stop- 


off ‘privilege was allowed, and the extent to which it would 


is 


be allowed/a pure matter of discretion with the Board? 


A. Yes. 


Q@. Also a pure matter of discretion of the Board 
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as to what the charge should be for the stopeoff 
privilege? 

A, Yes. 

Q. Do you think the Board should be authorized 
to allow a stop-off privilege at any point the Board may 
think it proper, having regard to the needs of the 
shipper. 

A, And having regard to the needs of the railway, 
certainly. 

Q. How about warehousing; who provides the ware- 
housing at the stop-off for storage? 

A. I imagine in different circumstances the 
shipper or the warehouseman of the railway. 

Q. If there was no warehouse at the point, would 
the Board have the authority to order a stop-off privi- 
lege and make the railway provide the warehouse? 

A. I think the Board would merely listen to the 
argument of the shipper and of the railways and on the 
basis of the evidence they would reach a decision as to 
whether or not the privilege should be granted, and if 


iG should, at what points. 
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Q@. Now all I om asking you, is whether you want 
the Board to have the power. TI want to see how far its 
power is to go. I am not trying to trip you Upiat. eli. 
Do you want them, or do you not want them, to be able to 
Say to the railwey "Now you shall put in a stop-off 
privilege at point A and if necessary construct a ware- 
house for the storage of these goods" ? 

A. As I understand it, the Board has power to 
direct the facilities that will be made available for 
the stop-off privilege, and if warehouses come under the 
facilities they have that power, so I would say, yes. 

Q. Now, would thst depend on the volume of 
traffic likely to stop off aa that point? 

As “it would certainly be one consideration. 

Q. So that there would have to be some limitation 
wouldn't there? 

A. There would be a number of considerations, 
That would be one of them. Frequency of the movement 
and how long it was likely to last = all those things 
would be considered. 

Q. Dr. Innis asked me whether the stop-off was 
extensively used, and my note from the Traffic People 
is that it is extensively used, and a very large number 
particularly in the west, as Mr. Shepard has been showing 
me a moment ago. Now, on page 42 - - 

THE CHAIRMAN: Then, as I take it, all we have 
~ert is this peint, that in your opinion the stop-off 
privilege, should not be left to the entire discretion 
of the railways? 

MR. FRAWLEY: That is precisely our position; 
You could not put it any better than that, 

MR. EVANS: Except that it is not now at the entire 
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discretion of the railway. 

THE CHAIRMAN: Well, according to a citation, 
the case is given where we are told that the privilege 
Is a preogative of the railway. Now, if that is an 
accurate statement of the matter, what is objected to? 

MR. EVANS: I submit it is not an accurate 
Statement. It is the preogative of the railway as long 
as it does not discriminate. 

THE CHAIRMAN: Oh, I know you can't discriminate. 

MR. EVANS: Well, that covers so much of this. 

THE CHAIRMAN: Discrimination, I think would mean, 
that you have given s stop-over privilege and that 
constitutes a discrimination against somebody else? 

MR. EVANS: That might be. 

THE CHAIRMAN: That is not the point. The point 
we are at here, is whether some shipper wants a stop-over 
privilege, and you say "No, we are not going to grant it". 
There is no discrimination arising in that matter. The 
Board has said so far "That is the railway's business. 
They say no, and that is the end of it". Now, Mr. 
Frawley wants that to be changed so that the Shipper who 
wants the privilege which you refuse to grant him, may 
take it to the Board, and have the Board make an order 
Saying that you must grant it, and provide, if necessary, 
certain facilities, 

MR. FRAWLEY: Exactly. There should be recourse 
beyond the refusal of the railway. 

THE CHAIRMAN: We have apparently got rid of the 
first idea, anyhow. 

MR. .EVANS: On page 42, you have a heading there, 
at the top of the page "The relation between rates on 
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then you have a decision in the Kemp Manufacturing Case, 
from which you make e rather extensive quotation. And 
the comment on that following the quotation is: 

"This judgment starts from the assumption 
that it is 'netural' to move raw materials rather 
then finished products". 

Now, do you think that is a fair inference to be 
taken from that quotation? 

THE WITNESS: Yes, 

Q. Now then, is the inference to be taken from 
this statement (and I am quoting from the beginning 
of the quotation you have there): 
"It is a natural trade condition for 
manufacturers, conditions of capital and demand 
being satisfactory, to carry forward the raw 
material to the point most economically adjacent 
to the centres of demand and then manufacture it", 
Is that where you got that inference? 

Aw “Yes sir, 

THE CHAIRMAN: Where is that? 

MR. EVANS: That is the first sentence of the 
quotation. 

THE CHAIRMAN: In the quotation? ~ 

MR. EVANS: Yes. Now then, let me ask you this: 
Do you disagree with the soundness of the first sentence 
that I have Hee to you from the quotation? 

THE CHAIRMAN: That is "It is a natural trade 
condition --"? 

MR. EVANS: "It is a natural trade condition 

for manufacturers, conditions of capital and 

demand being satisfactory, to carry forward the 

raw material to the point most economically 


adjacent to the centres of demand and then 
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manufacture it." 

THE WITNESS: Yes. 

Q. You disagree with that? 

A. Yes, 

THE CHAIRMAN: That was said in 1909. 

MR. EVANS: Yes, this is from the Judgment. 

THE CHAIRMAN; But in 1909. I suppose the question 
is, does the witness think that is the case today? 

MR. EVANS: I was asking him, as a matter of 
principle, if he disagreed, 

THE WITNESS: As a matter of principle, I do 
disagree. 

THE CHAIRMAN: You disagree? 

he Yes sin, 

MR. EVANS: Do you disagree with the question, 
as to whether raw materials shall be moved as compared 
with finished products depends on the economics of the 
over-all production costs involved, and the transporta- 
tion involved? 

A. Do I disagree with that statement? 

Q. Yes, do you agree or disagree? 

A. I say that whether the raw material or 
the finished product moves, depends primarily upon 
the relative cost of transfer of thos two things. 

Q. And the weight-loss in the material? 

A. Well, that is a relative cost of transfer. 
Input-output is the same. | 

@. Do you'not agree that it is’ natural, 
conditiwns of capitel and demand béing satisfactory, 
to carry forward the raw material to the point most 
economi cally suited for its production into the finished 


product ? Would you go that far with me? 
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THE CHAIRMAN: "to the centres of demand", 

MR. EVANS: I was putting s little variation of 
that. 

THE CHAIRMAN: "...to carry it forward to the 
point most economically suited for its production into the 
finished product". I want to make sure I understand you. 
You would change the word "demand" for "production", 

Is that what you are doing? 

MR. EVANS: I was leaving out the words "adjacent 
to the centres of demand" and trying to find out whether 
the witness felt that those were the important words 
in there, 

THE CHAIRMAN: Well, the "demand", I suppose, 
is the market? 

MR. EVANS: Yes. 

THE CHAIRMAN: Now, what this Judgment says, is 
that there is a tendency to bring the raw material as 
near as possible to the market, and then manufacture :it? 

MR. EVANS: Yes. 

THE CHAIRMAN: What are you substituting for 
those words? 

MR. EVANS: I am testing him. He says he disagrees 
with that stetement, and I am testing him to see how far 
or what the extent of the disagreement is. 

WHE CHAIRMAN: Well, how ere you testing him? 

MR. EVANS: By putting alternative ways, 

THE CHAIRMAN: Well tell me, what is the alternative? 

MR. EVANS: I hope I can put it exactly the same 
way. IT asked the witness whether he would go so far as 
to ditsagree with the proposition that it is a natural 
trade: condition for manufacturers, conditions of capital 


end demamd being satisfactory, to carry forward the raw 
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material to the point most economically suited for 
its manufacture. 

THE CHAIRMAN: The question is, where is thet 
point? 

MR. EVANS: That is a hypothetical proposition, 

THE CHAIRMAN: It comes to whatever point is the 
most economical, I suppose ? 

MR. EVANS: To me, it is fundemental. 

THE CHATRMAN: That point may be back to where the 
raw material is, or it may be away at the other end where 
the market is, or some place in between. Is that right? 

MR. EVANS: Yes, I agree, and I am trying’ t6 test 
the witness, as to how far he goes with this proposition. 
The difference that has happened here, sir, and I don't 
Wanpece. prokéfic Ghis 24- 

THE CHAIRMAN: I think it is important, you see. 
The result of what you have read sovLaer>@isethstoin the 
opinion of the Board in 1909 the most advantageous point 
of manufacture was at the market, and not at the origin 
of the raw material? 

MR. EVANS: Yes. 

THE CHAIRMAN: Well, you see, the "most economical 
point" - does not make any difference? It only means 
that as things were then, the most economical point was 
held to be near the market. Does that change things? 

Mie EVANS?) Df oLt had@ ssid she ehe point adjacent 
to the centres of demand, then there might have been some 
quarrel with that, but it said, "To the point most econ- 
omic‘ally adjacent GO"; 

THE CHAIRMAN: But the word "adjacent" is there. 

MR. EVANS: Quite so. All that means is that oa 


big market has a pull to the manufacturing plants to process 


\ 


i 


me. a! 
Ni > Ee, 
401 betiue yiieotmor 398 , 10H oa odd jot ta 


fs ry ee | a A ses sotudoe% rem et. 


7 dt ab gretw Yet amubdesrp at ‘SHAMATAHS = am 


A 
og Siw 


. | Ag 
r: ‘ +z ‘ MEY TL LMAMRTAHO MHD ; Bee a 4 \ 


ett ef Fahog eyvVotente oF Bene: 


.notsisoqory Lastierveqyd ¢ 64 doit SUAVE me rm ty ny: 


‘¢ gaoqata T. . feolminces: téow 


. 


4 af 
i | . foveowebaet ef gi. 8H of <@HAVS .aM i 


2) Gat) 5 ory Oy AG rat Ye | yor $ALOG ag Sb oe ‘ f 


godt <MAMATANS GOT 8. i 


4 ‘ re ei SP ee a 
etutw- has sedto ot Ts Vers ee Lan vee 
: - ; e pet ever o anf 3 
egnaty gedd al .neewiod) ah. c96.g aaue tay gontxom orl 


toed of ativad a TD) Ons .9 


F oi i Sarre FB tad 3? ra & 5] ae Y 
“ ie on ‘con ” on a a re 
ttyoh T bite . Tee 4 oom haertadqdan Ban Tors Oo woTILb ot 
. = aint anoforq oF scsi 
i % we 4 Cy » Se rs wo ' “ wa ce A the ‘rep 
some MOY , emer segR. ae 4% sickeit I +WAMALARS Ks 


bess eved UO’ todw to Jiveot eit 


edef ak bus a ent To mebatqeo 


aintvs off te tom bre ,.domrem sft ds gaw oxudoctunsel IO 

- 

, 

Tisi <otem wet off - io 

J . ; 7 

ow ret ve : 

Pe .poY  <SWAVE .7M a 

. or i ea wy _ 

| fsotronose: te6m" els . 906 VOY 4 row MAMSILAHD SHT a 

‘ anken vileo ti Yoeotst YULb ve saé6e Tor 290h. + “Sabog 

fae f 

aew tritog Eeotmoness veom att sro? Stow anetdd ae tets 

a a | ; : 

¥ cpootad sanedo ced? aso = .7oaitem oad agen od o¢ Dion . 
vi 


toboq ead ot thea bad oF +i 1 SMAVE iM (x? 
hrimsed ‘To aeetine ond ot 
0” bisw- deodue- Fed? aeaw fowneup 
Mod sex eochbe iteotme 
ngo2the" biow ont sue RAMEE SES oT 
hi 


6 #689 al enoon t+edé fA 48 


, 
tepooty OF atuci¢ gatusge ota 


- 10995 - Mr. Harries Cr.ex 


their products adjacent to that market, as near as can 
be done within the realm of economical producGion., You 
See, what has been done in the Brief of Alberta, is that 
that is distorted, in my Submission, into an assertion 
that that amounts to an assumption that it is natural 

to move raw materials rather than finished products. 

- think thet is an absurd conclusion from that. 

THE CHAIRMAN: Surely we can be told what has gone 
on since 1909. What is the case today? 

MR. EVANS: I don't know sir, 

THE CHAIRMAN: We ought to be sable to know where 
manufacturing goes on. Does it go on where the raw 
materials are? Does it go on where the market LS; or 
does it go on somewhere else, where manufacturing power 
happens to be? What is the actual Situation, not what 
it ought to be theoretically, but what is the case? 

MR. EVANS: Well sir, there are so many complexities 

in the relation of the production of finished products 
to the raw materials that it would be impossible for me 
to tell you what the factual situation in Canada is. I 
think an illustration might be put this way. My son 
recently bought a bit of leather goods, a small item with 
a Zipper, to carry papers - sometimes called a small 
Brief-case. He bought that in Montreal, The manufacturers 
of that thing were in Vancouver. Where the manufacturer 
got the hide from, I don't know - possibly Alberta. 
Now, it would be impossible to generalize or even to be 
Specific about industry as a whole, and to say what the 
condition is today. You can only deal in general prin- 
ciples. 

THE CHAIRMAN: But can you show us the tendency 


Mr. Evans? Is there e tendency today for manufacturers 
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to get back to where the raw materials ere? 

A. Well, the answer to that, sir, must be this. 
The tendency would be slmost irresistible in the case.of 
a raw material being processed which in the processing 
loses a great proportion of its weight,” That is’ 4 
very important element. Now then, there sare other 
elements - the position of the merket. There sre 3 lot 
of different markets, and a lot of competttors competing 
in the local market and in the common market. There 
are tendencies end there is certainly a tendency, all 
other things being equal, assuming wages are equal 
and capital equally available, for the position of a 
producer to be affected between the freight rates on 
the finished product end the raw material, 

THE CHAIRMAN: Which tendency does the present 
rate structure encourage? 

A. I think it encourages substantial diversi- 
fication, 

THE CHAIRMAN: I believe Mr. Frawley thinks it 
encourages the shipping out of raw materials to plants 
far away? 

MR. FRAWLEY: That is certainly what we think. 

THE CHAIRMAN: Now, if that is a condition you 
think is not entirely justified, I Suppose the point is 
what ought to be done about it. Ought freight rates 
to be so adjusted as to encourage manufacture at or near 
the point of the production of the raw material? 

MR. FRAWLEY: Or at least to not discourage it. 

THE CHAIRMAN: Yes, I forgot you remain neutral 
between a distant manufacturer and the local manufacturer. 
Is that right? 

MR. FRAWLEY: Theat is right sir. 
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MR. EVANS: Of course, our position as I put it 
yesterday to Dr. Stewart and the Commission, was that if 
we in fixing the relationship in rates directly’ t6 the 
in-put put-put ratio in materials and overlooked the cost 
of service and value of service and the reasonableness it 
is now the opinion of the Canadian Pacific, and I assume 
of my friends in the Canadian National that the Board now 
considers reasonableness, having regard to the accepted 
principles of rate making which involve value of Service yand 
cost of service from the standpoint of discrimination, 
and Alberta now wants them to consider it solely in relation 
to the nosue ene eaut ratio of the raw material and the 
finished product. 

MR. FRAWLEY: Oh no. 

MR. EVANS: Now my friend can argue this. He put 
in a study yeaterday, an insert at page 49 of his brief 
and the sole purpose of that insert was to show the critical 
relation and while he did not want it included, there was 
a limit on critical relations which he said should be the 
basis of the rate making maahinery. Now then, I was trying 
to test Mr. Harries on the comment he is making on the cases 
and I felt that some of the commemt he makes on it is distort- 
ing in meaning, not in an invidious sense, but a misinter- 
pretation of the judgment he refers to, and he basis his 
argument upon this misinterpretation and that, therefor, 
if I can show that he has misinterpreted it, much of his 
argument falls to the ground and I wanted to test him in 
theory. 

THE CHAIRMAN: Nobody is stopping you, but before 


you proceed what is the effect of this word "critical"? 
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MR. EVANS: Well, I am not an economist, my 
Lord, but’L am’sure.Dr. Angus or°Dr}<Innis could - 

THE CHAIRMAN: Does it do anything? You said 
it was necessary to derive data showing s rate relation- 
ship? 

MR. EVANS: Well, I think the word "critical" 
is that once you pass over the line you disturb the 
relations 

THE CHAIRMAN: Where a decision occurs? 

bit. EVANS: The jeritical point ts erobably the 
Neutral poines 

THE CHAIRMAN: I suppose the apex of the critical 
point would be the neutral point? 

MR. EVANS: There will be some dispute as to 
where the apex of this point is between Mr. Frawley 
and Mr. MacPherson. 

MR. FRAWLEY: Not a real one. 

MR. EVANS: Now then, I had got from you a 
statement that you disagreed with the first sentence 
of that quotation. Now, do you or do you not agree 
with reading it this way: "It is a natural trade 
condition for manufacturers, conditions of capital and 
demand being satisfactory, to carry forward the raw 
material to the point most economically fitted for the 
production of that material"? 

THE WITNESS: I don't think that means anything. 
It does not mean anything to me, Mr. Evans. What that 
first sentence means in that quotation is, in my 
submission, made quite clear when you read the next 
sentence, because it says: "Normally this means that 
the long haul of the raw material is at a low rate, 
while a higher rate is on the finished material from 


point of manufacture to point of destination". It seems 
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to me that that is the meaning. 

Q@: Now, Mr. Harries, I am being quite patient. 
You are arguing with me and you gave me sn answer to the 
first question I asked you. You said that the inference 
you argue at the beginning of your comment was derived 
from that first sentence. You have told me that you 
disagree with that first sentence and I am trying to test. 
you to find out what is wrong with that first sentence. 
Now, I will take you to the second sentence when we come 
to it. 

MR. FRAWLEY: You certainly want to be fair, as 
you elways are. The comment is "This Judgment starts 
with the assumption .." Can't we have two sentences 
for a start? 

MR. EVANS: Then I gather you don't want to answer 
the question I put to you? 

MR. FRAWLEY: You certainly cannot gather that 
from the conduct of this witness. 

MR. EVANS: Well, will you answer the question? 

A: I do not understand the question at all, 

Mr oe BVans: 

Q: Then I will put another question. Now then, 
you say "the Judgment starts from the assumption that it 
is 'natural' to move raw materials rather than finished 
products". Now then, do you get that inference from 
"Normally this means at the long haul of the raw 
material is at a low rate, while a higher rate is on the 
finished material from point of manufacture to point of 
destination"? Is that where you get that inference? 

As I get it from the first two sentences. 

Q: And only from the two sentences? 

A: No, from the whole quotation, That is what 


I take them to mean in the Judgment. I cannot say I got 


eh RC 
a | oe 


‘ : B cima 8 = i 4 
a 


“ate hie od tue antes not eotetell watt wot 


iY of cnloel eae a Sven uoy baw oor da.tw gertcr? 


‘eonerataL ot dodd bioa vot HON beter I nosteoumae 


7 a 


hevzieh asw gnetinoo t0cy to gatantood ont js vr i 


wy dant si Dod Sven wo .eonsditea: we" ib. ted? oot ne 


* Vw 
Ji vy 


a | 
Pent or ealyid ao t Dis gonginas text? Tore dijde sstyse ld 


soyiw tuo bab? oF, 0¥ 


* 


“ i , a ‘phe a 
'- ,agrigtnes vertl: goad Atiw Aae ww B4 


‘ ] fl ‘ : ; 7 ; 
aneb aw detw sanatmee Hnooee GAs OF UOY niet Litw L ,wou 


‘ Te mW «We 71 7 
’ BE «4 a at 90 O¢ IHW VitiLe e280 WOx . YSEIW AA fim 


" eee.) ey ae Meera: 4 wpttt m Ses 
ntgsda Ite jPau a Ent at dyonpos ore 278 SxXSWwis OY, 
iTr|etk * nottonwass ed? mdiw 


gapasines owd OFS PW Uo Meu. -a 
id ' 


Steeda @ xO? 


troy o¢ tug I solteevp sed? 


, Siw afdd To Poubrte it mort 
Sholtearp sit a9ved vo Lite .CfowW  vRWAVE . aN 
i ft 4 Mo 2 8 4 ? ; { 7 OT “st J cA 
- 
.Bonva 9M 
ag tel ai hte Oe we f abi ap fy A iT 24 : 


a 
tdemiren } weer otigete sheambut or i 
sna tadves Bieiteseam wet evom O89 'foxuden! et Bi 


seen “bry ? ; : 5 . i t 
wt somevetat dadd tog woy ob ,cendd wo . "etouboug 


ae a Sy ae Ps errs ’ 
got and “to Iued enol sft cei? ensom etsa Yl Learron’ 7 


+r Per tos ot Puslitee ete; mor Ya og i ou mcr Le fugtem bodeitntlt 
Sesnorstal Sect dou wor sitedw dodé alot *aoteameeeeo es 
Asonetnes. ows Peatt off gowt 7f.Jopy DT 2A 


Szgormines ows odt mont gies bak are. 


OUD 9 Lorie end mort — 3k 


N. - 11000 - Mr. Harries cr. ex, 


it from this particular word or that particulser word. 

Q: Now, you see, what you have done here is you 
heve said "This Judgment starts from the assumption that 
it is natural to move raw materials in preference to 
finished products”. Isn't that the plain inference? 

A: "Rather than finished products" - yes. 

Q@: And does not the Judgment point to the fact 
thet the test is the point must be economically adjacent 
to the market? Now where can you get any broad statement 
from that quotation from which to derive an assumption 
thet it is natural to move raw materials rather than 
finished products? Now you told me that, 

A: It says "adjacent to the centres of demand" 
and if they mean adjacent to the centres of the raw 
material I would suspect they would say as much. 

Q: They said "Most economically adjacent". 

Now, does that make it any different in your thinking? 

As 6 NO. 

QQ; Well, E°am iad to know that: 

| COMMISSIONER ANGUS: Mr. Harries, do the freight 
rates themselves play a big part in determining which 
is the most economical point? 

Ay That’ is my point in this, that they say, 
in my submission thst it is more economical to process 
near the point of consumption and we simply say "Given 


‘of course, Lt. us 


a perticular freight rate structure - 
economical, but there is nothing inherently right about 
that, and we say, in fact, there may be something in- 
herently wrong. 

THE CHAIRMAN: That is why you say the rate 
should be removed? 

es eee red. 


Q: When the manufacturer has to make up his mind 
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where he will operate, he has not got to regard freight 
rates at all? 

MR. EVANS: Now, may I ask you another question? 
Do you disagree with the principle that normally the 
raw materiel should move (mind you, I say "shoula") at 
@ lower rate than the finished products? 

A: No, not at all. I am in complete agreement 
with that. 

Q: You do not agree? 

A: I am in complete agreement with it, yes. 

Q: And do you agree that the relationship between 
those rates should give some weight to value of service 
and cost of service? 

Az: Some weight, certainly. 

Q: Now then, in order to get you clear on that, 
do you agree that if the value of service or cost of 
service or both require s higher difference between the 
finished product and the raw material than the critical 
relationship, that that would be sufficient reason for 
going beyond the critical relationship? 

A: No, I think that the critical relationship 
is the primary point. It would depend, of course, on 
the magnitude of it. 

Q: Now then, if the critical relationship meant 
making rates that were not compensatory, you would go 
that far? 

As The critical relationship would have nothing 
to do with making both rates non-compensstory. 

Qs Loo moc seey “una G, 

As WNouhsatd), "rates". sir, 

Q: You said you would disregard, as a matter of 
choice, cost of service and value of service in favour 


of maintaining the critical relationship and I asked you 


ip Pane a 
doa ne 98 bl oae Pik "38 


y 
cae 


7 == a 
‘% Ilia. & - ied 5 


' 


| o 
ad age 
wow ¢fMava «at 


aid cD - 20 san tb HOF | ot 


atom Binore fi sagem we 


257 % 


aw oft tt dard edxge voy ob 


we 
> 4 a 
¥ ee ve . { € ph pe Lb 9 
‘ oo 
é + a 
7 4i¢ are 
; " J d ‘ "Al “ Ve intd 
5 . 
‘ t 7 ri eee 
G* nae } + fy juve So — «= 
ogee ine 


ijufen feottses ant, Qroyed gatos 


4 
oe 
> 
ca 
s 
e 3 
Cp 
cu 
re 


i! to sbotingsm edg 


mao SOE stay it saver giintem 


7 


76 


NS - 11002 - Mr. Harries cr: ex. 


where that involved making some rates which were not 
compensatory, if you still would adhere to that principle? 

Peer Sait 

Q: You would? 

A; Les. Baa. 

Q: Now, that would mean, would it not, either 
one of two things, that if you hed this generally 
applied (and it would have to be generally applied 
because other provinces sare involved) if you had it 
generally applied the sum-total of those rates that 
were not @mpensatory might very well be 4 serious 
Metver? i em not. ssying they would be. Tam asking you 
to say that they may be or may prove to be? 

poe ING CON Ge Chink nao, 

Q: Now, if it did prove to be, how would you 
take care of the losses? 

A: In those particular rates, the ones that 
ere nom -COmpen savory? 

Qe. Yes, 

A: I would think they would be made up in the 
general revenues of the railways. 

Q: Now, let us suppose that those losses occurred 
on the low grade traffic of the two, the raw material 
traffic, and that the high grade traffic, the: finished 
product traffic, was subjected to greater competition and 
the result of that would be 9 lowering of the wtes on 
the high grade traffic, the finished product, to meet 
the competition, then to maintain your critical relstion- 
Ship you would again have to reduce the rates on your 
raw commodities. What then? 

A: If you had a situation where the finishedn . 
commodity was subjected to competition and it lowered 
the rate, that would have the effect of encouraging, to 


a greater extent, producer location and consequently you 
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would not have to do anything about it. It would move 
away from the critical relationship in favour of producer 
location which is what we say you should encourage. 

Q. Now, isn't that exactly where you get when 
attempting to put rates on these so-called critical 
relations because changing conditions may prove ultimately 
that you are getting a little advantage from them without 
providing for the ordinary revenues of the railways and 
without taking into account the ordinary principle upon 
which rates are made? You stand always to win, in other 
words. You can never lose by that. 


Ais You stand always to get a fair deal. 


(Page 11010 = follows) 
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Q®. If changes take place you stand to get a fair 
deal? 

A. They can always change. If you make it to-day 
it doesn't have to continue for 50 years. That is 
shown in United States in connection with those meat- 
livestock rates. They have not stayed constant for 
Voatsuimeevery -parvicular descriptions they wart alper. 
They have changed and they have put them back into 
relationship. 

Q. What alters the relationships? 

A. Competitive conditions, changes of market 
structure, changes in the structure of the producing 
areas, and any number of, ordinary changes. 

Q. We are talking about something then from 
output-input? 

A. We are talking about changing of a competitive 
situation which may result in changes of the critical 
relavions. 

Q. Now then, I understood you to say that these 
critical relationships were a matter of input-output and 
competitive conditions. 8 PAM slr et neue te 

Bh. Yes, that -is riche. 

Q. Are you going to have this relationship of 
input-output and then are you going to have all these 
competitive conditions to change this critical relation- 
ship? 

A. -Crieical relavionshin.. asa understand i2., 
is the result of applying rates to input-output... This 
input-output as itis, it, is the relation wtowrates. 

Q. With a given rate you keep these rates in 
relation to your critical relationship, and I understood 
you to say that you would have to change this critical 


relationship because of the competitive condition in the 
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industry? 

fiw es: 

Q:.  ~Thatv would involve the .<ntire cost of production 
coming into this picture of rates? 

Doe Noda aOesy not... What, Inmean. in connection, with 
changes, in, a. competitive condition was that you 
originally had your packing industry in the United States 
centered about New York and then it moved to Chicago. 
That was a change in the competitive situation, and then 
it moved farther west into interior points,and when these 
changes took place you had a different situation in 
connection swith critical rate relations. (That is what 
I mean. 

i VL eSeeSome ACE TE culty tn Athet sak Une ers toOod 
that what you want is neutrality. You want rates to be 
so arranged that the position which Alberta is now in 
will produce some incentive to produce a secondary 
enausiny soghiberta? 

A. Yes, we think that will follow from this. 

Q What you are saying to me now is that when that 
had been accomplished and these relations established and 
secondary industry has become a thriving matter in 
Alberta,that new relationships will have to be built up 
depending upon the competitive situation in Alberta with 
some growth in some other part of Canada? 

As eNey Dvdonst thinks thac. fellows. 

THE CHAIRMAN: Before you leave that topic the whole 
tendency of your case is to have something done to induce 
manufacturing in Alberta of the raw materials you have,and 
then to have that shipped out in the manufactured form 
to markets elsewhere? 

VMRLeeeWoRY: Yes, sir. 


THE CHAIRMAN: Would you go so far as to say that 
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you would expect to ship out manufactured goods even if 
the rate turned out to be non compensatory: 

MR. FRAWLEY: I do not understand that that would 
follow from anything that Mr.Harries said. 

THE GHAERMAN;: Supposing it did follow. In order 
to get your meat, for example, out to outside markets 
you required a rate which would be non compenstory , would 
you still go on and say because of that, you needed that 
ravey 

MR. FRAWLEY: I understood the witness to say --- - 

THE COMMISSIONER: I want to know what your case is. 

MR. FRAWLEY: Let me ask the witness if that involves 
that” result? 

A. I think in principle we would have to say "yes" 
LG SUhat.: 

THE COMMISSIONER: Q. You want to be able to ship 
your finished product’ even if it is carried at a loss? 

RAL EYES, 

Q. Who would make up the loss; the other shippers 
throughout the Dominion? 

fate Yess 

COMMISSIONER INNIS: Q. Would it not be fair to say, 
Mr. Harries, that you regard this decision which goes back 
to 1909 as representing a general position of the Board 
favouring the Eastern markets as against the West? 

Ae Yesyriythink"1t would Bevfain tovsay that ithis 
represents the attitude of the Board in the 21% Judgment. 
I am not sure whether this case is quoted, but there were 
a number of cases quoted which go back almost this same 
distance as being the opinion-of the Board at that time. 

Q. Therefore, the Board was an economic planing 
institution? 
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Some economic planning. 

Qc erisritiyourrview that \you now find wit necessary 
§O Yeverserthatcpositionvandiyou feelethe stand aot rthe 
BOard is detrimental to your position? 

ATL Ss... 

Q. And that is why you place this whole emphasis 
on the raw material and finished product rate? 

A. Yes, we feel that if there is some direction 
or something that would get the Board to consider this 
problem, then they will go on looking at the rate and 
seeing the rate per sS¢:. There are some historic reasons 
for that. When the livestock industry started in Canada 
there was no population in the West and naturally they 
wanted to get that livestock out of there and so the 
rate structure grew up with that idea in mind but to-day 
we have an entirely different picture because of the 
technological development and because of the development 
of population in Alberta. We think that every person 
Should have the right that we are asking for. It is 
notre "spectal plea. 

MR. EVANS: Q. Perhaps, I could put this to you 
as avtinabiquesyioncon this ilbranch of the subject. In 
fact, you want a change of regulation so far as necessary 
voveliminate -the free’ play of economic foree’ in'fixing 
freight rates? 

is 

A. I don't believe there/any such thing as free 
play of economic force determining freight rates. 

Q@. There is no free play in the sense that the 
purpose of a railway is in the freight market to some 
extent with regulations to bargain with shippers and to 
meet conditions; you do not think there is any such thing 
to-day? 


A. Yes, i think there is such a thing. 
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Q. So that, so far as this particular principle 
1s concerned about relationship of rates, you want these 
things done in a way which might be defined as a critical 
relation between the products of the raw material and the 
raw material itself? 

A. No, sic, tocon't think that 46 our position at 
ai: 

Q. I thought we had gone all through that. I 
think you said when you came to choose whether the 
ordinary rules of rate-making and the value of 
service were not reflected with the critical relation 
that you would give first place to your critical relation 
between your raw material and finished product? 

A. I do not wish to convey the impression that 
we were advocating all three principles. We say that 
this is an important one, this critical relation, but 
it. is,not the only one. 

Q. I am not trying to get you to say it is the only 
one. I asked you when the two came into conflict, you 
Submitted that you would give precedent to the critical 
relation. Surely we have gone through that once; we 
do not need to go to it again? 

A. When you say that if everything else is gone 
you would still follow the principle. Under particular 
circumstances it is all relative and we think this is an 
important principle, but it does not do away with all 
the other things you line up. 

Q. I want to get at what you want; I want to ask 
you now, and I am not going to pursue this too far, but 
I want to know what I thought you said before. In the 
event that the maintenance of the critical relation would 
produce rates that are compensatory or rates that do not 


reflect in accordance with the established practice of 
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the value of service thén you would adhere to these 


factors if you had to choose the application of the 


factors to the application of your critical relations? 


A. 


v 


Bi 
Q. 


Q. 


It depends upon the relative importance of them. 
What do you say as to the relative importance? 
I would not know until I saw the particular case. 


Put it this way; may I get you as believing that 


if the matter of compensatory rates was a small matter, 


that is to say, the rates were only slightly less than 


compensatory, would you apply a different principle then 


if they were substantially less than compensatory? 


A. 


I may say that these things are of importance 


but we think that in this particular regard that the 


most important principle is the one that we call. the 


neutral rate principle and whether it would overweigh 


all other factors in any particular circumstances is 


something I cannot tell. 


Q. 


Does not that somewhat depart from what you 


told us before? 


AweNhOe Leto nor antend thatutt should. 


(Page 11020 follows) 
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AFTERNOON SESSION 


»-. The Commission resumed at 2:45 p.m, 


MR. HU HARRIES, RECALLED 


CROSS-EXAMINATION BY MR, EVANS (CON'T, ) 


Q: At the adjournment, Mr, Harrres; i goe rron 
you the position that you thought that in considering these 
relationships between the rates on raw materials and on 
finished products, that the Board would have to take into 
account such things as value of service and cost of 
Service? 

ay) thay aS elon, sir. 

Q@: Then, doesn't this result from chat, thatthe 
Board in effect by taking into account the cost of service 
and value of service, in effect considers the reasonable- 
ness of rate per se? 

Ae Les. 

qi sdveriamere tie) Beara gOS ede Made Ud esunt 
the value of service and cost of service,and because of 
that the reasonableness of rates Der "Ses (WOuld you oso 
egree that the Board would have to take into account the 
disturbance of existing industry? 

A: I think that if it was obvious thet there was 
a very major disturbance, that they might have to take it 
into account, but any adjustment is going to affect industry 
in some respect. 

Q: I am not attempting to narrow it too rineLy 
because I know that you and I are dealing with generalities, 
but you would agree, from what I understand, that one of the 
considerations tnat would influence the ultimate determination 
of questions which would be submitted to the Bosra in 
connection with these relationships, would be the effect 
which those changes which are now proposed to give effect 


to the chenge in relationship, would have on existing industry? 
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A: If there was going to be a very major effect, 
yes. 

Q: Well now, "major" in the sense of small 
shipper and big shipper? 

A: No, major in the sense of the resources and 
money that is involved. 

Q: Now then, on Page 43 there is a quotation 
from a decision of the Board in the International Peper 
Company v Grand Trunk Railway case snd the comment on 
that says this - and that will be found, my Lord, sat the 
peragraph near the bottom of the page immediately following 
the second quotation on Page 43: 

"This Judgment confirms the position taken in 
the Michigan Sugar Case but records the 
recognktion of the Board that there sre 

valid objections to the principle". 

Now, my suggestion to you about that is this; 

The Board, in the decision which you quote there, used 
these words in the quotation: "There are, Of course, 
objections to the principle", Now then, I em wondering 
where you got the word "valid". Does that appear anywhere 
in the quotation that you used? 

A: ‘No. 

Q: So that actually in using the wova Pye nd” 
as qualifying the objection recognized by the Board, you 
have read into the statement by the Board that there are 
objections to affect the finding and that those objections 
ere velid objections? 

THE CHAIRMAN: Would you strike the word "valia" 
out of the brief? 

A: Yes, I would be quite content to leave the 

word" valid" out. 


MR. EVANS: I just wanted to clear up the language. 
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Now, beginning at the bottom of this same page, 43, 
there are references to the decision of the Board in 
the case of Alberta and Saskatchewan v the two railways 
in 18 J.0.R.& R. Now then, that decision, from which 
you have excluded about one and as half pages or perhaps 
one and a third pages of quotation is (and I want to 
be fair about this) relied upon by you as indicating 
that the Board's attitude in connection with these 
matters of relation between the rates on raw material 
and finished products, is not in accordance with what 
Alberta believes should be the proper attitude, I don't 
think Lam being unfair’ in thaty “I want to get it 
cleser, 

| A: Well, this is certainly one of the cases; 
it is not the only one. 

Q@: Now then, is it your suggestion that the 
Board did not deal in that case with the questions of 
reasonableness, unjust discrimination, and dislocation 
of existing industry 7 

A: No, they dealt with reasonableness, they 
dealt with unjust discrimination, and I remeber in the 
case that they said they would have to consider the 
eastern packer. 

Q: Now, what I am suggesting to you, is this, 
that nowhere in that decision does it appear that the 
Board refused the relief because they felt they had no 
power to consider the reasonableness of the relation 
between those rates? 

A: They did not refuse it because they had no 
power - that is right. 
| Q: Perhaps I should tell the Commission (and 
you can correct me if I am wrong) about this case. I 


think it is an extremely important case in this connection 
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and I would not trouble the Commission if I did not 
think so. The case involved s contention by a number of 
packing houses in the West and by the provinces that 
there should be established 9 relation between livestock 
and meats in the freight rates, and I have unfortunately 
here only - 

THE CHAIRMAN: Pardon me. You say that there 
Should be established a relation. There always is a 
reloevion. 

MR. EVANS: Yes, but a relation of the kind - 

THE CHAIRMAN: That Mr. Frawley wants? 

MR. EVANS: Yes, that Mr. Frawley wants in this 
case. It is a case exactly in point and has, because 
of the extent of the brief extracts from the Judgment , 

a good deal to do with this very question as to whet the 
Board's attitude is and what the Board considers in this 
case, and the decision appears in 18 J.0O.R.& R. That 

is the citation given in the brief at the end of Pege 43, 
and I want to take enough time, without going too much 
into this, to give the Commission a bird's eye view of 
this case, because it has a good deal to do with the 
nature of the difference between Mr. Harries and me on 
the powers of the Board and the considerations which the 
Board takes into account. 

Now then, that case was slso reported in the 
Canadian Freight Association Reports, and the number is 
1588. That happens to be the only one I have readily 
available in pamphlet form, and the date is December 6th, 
1928. The Judgment is by the Chief Commissioner, and 
extends for some twenty-two printed pages in the pemphlet 
copy, and just drawing the Commission's attention to 
some of the highlights in the Judgment of the Chief 


Commissioner, at Page 5, this more or less summarizes 
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the applicants! contention: 
"Embodied in the applications and submissions 
before the Board by the western packing house 
companies, is a contention that there should 
be a relation between the livestock rate 
from western to eastern Canadian points, 
a8 compered with the meat rate involved in 
such movement. The Canadian Packing Company 
further submitted (and this is the eastern 
shipper) that any reduction in the fresh 
meat or packing house products rate from 
western packing centres to Reeecn consuming 
points without corresponding reductions 
in the livestock rates from western points 
to eastern packing centres, would seriously 
endanger the eoeiene industry in eastern 
Canada". 
Now then, the next peragraph on the first page 
reads this way: 
"Referring more particularly to the 
contentions made by the western packers, 
Gainers Limited contended that there should 
be a constant relationship between the rates 
on livestock and packing house products and 
hides." - and so on, 
Now then, an observation which I only mention in 
pessing on Page 6 of this Report makes this finding: 
"It appears from the record that the value 
of livestock is much less than that of the 
pecking house products." 
I am only giving the highlights of this. 
Now then, on Page 8, there appears a statement 


of these relationships end I am not going to pause to 
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describe’them, but I just want the Commission oF know 
whet was involved here. These relationships were compared 
as from Winnipeg and from Moose Jaw and Edmonton and 
then on Page 9 of this brief this passage appears: 
"As shown above, a considerable difference 
is manifested between the rates suggested 
by the various parties, as well as in 
regard to the basis upon which they should 
be constructed. But in the disposition of 
this application it may now be taken for 
granted that the reduced rates are asked 
for on the basis put round by the Swift 
Canadian Company, whose original application, 
except as to hides, remains unchanged, viz., 
that the rates on these commodities from 
points west of Winnipeg to Toronto and 
Montreal, and to other points in eastern 
Canada, taking the same rates, should be 
reduced so as to exhibit the same relationship 
to the livestock rates contemporaneously 
published between such points, as exists 
between rates on these commodities and on 
livestock from Winnipeg to eastern Canadian 
POInte. 

Now then, that makes it, I think, reasonably clear 
that in that case the issues before the Board of Transport 
Commissioners were identical with the issue rsised by 
Alberta on the subject of meat and livestock rates. 

THE CHAIRMAN: Tell me, Mr. Evans, in that case 
was there any intervention on behalf of the ranchers? 

MR. EVANS: I do not see any. 

THE CHAIRMAN: What we sometimes here refer to as 
ene livestock industry itself. 


MR. EVANS: I do not see any because there, you see, 
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no one had the temerity to suggest that livestock rates 
were to be raised to the relationship which was to be 
proposed by the lowering of the meat rates and that 
appeared from the last reading I gave to the Commission. 

MR. FRAWLEY: In thet respect, therein lies the 
difference between the case of 1928 and the submission we 
are making today. We are simply asking for the establish- 
ment of the critical relationship and we are prepered to 
have the rates go either way. Now my friend is attempting, 
which is not unusual, and which is quite proper, to discuss 
bis casein full... I should like to say that unless the 
Board particularly directs me, I am not prepared to enter 
into a discussion of the case at this time. 

_ THE CHAIRMAN: I think we cannot have time for 
two arguments on the same point. 

MR. EVANS: I am not arguing the case, 

THE CHAIRMAN: So far you are making the point - 

I asked you whether the producers of livestock were heard 
from or had any views to express. You say there was no- 
body asked for a change in the rates on the raw material. 

MR. EVANS: Well, no one suggested exactly what 
they suggest here, thet the rates on livestock should be 
increased to make this relation, 

MR. FRAWLEY: We never suggested that either, but 
my friend is satisfied that no one Suggested what has been 
Suggested here, mainly, to increase the rate on livestock. 
I think my friend knows what we are after, 

THE CHAIRMAN: You say it might or might not be 
Poeeed © 

MR. FRAWLEY: Yes. 

THE CHAIRMAN: Do I understand thet in the case 
you are discussing now the only application was for a 


decrease in the rates on finished products of meat? 
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MR. EVANS: May I answer your question this way? 
The issue was whether there Should be a relation, and the 
method by which we brought sbout thet relation differed 
from the Alberta situation today in that there was an 
expressed suggestion that the rates on meats be reduced 
to produce the relation, whereas Mr. Frawley's clients 
have taken the position that it is immsterial to them 
whether the rates were reduced on meats or whether the 
rates on livestock were increased. The point I am trying 
to make is that the renee to whether there should be 
this relation so the issue in that case is exactly as the 
issue in this case today. 

His PRAWEE Ys Ae I said, my Lord, we quite disagree 
with my friend's interpretation. 

MR. EVANS: I am not arguing the case, 

THE CHAIRMAN: Who was arguing for the change, 
the eastern manufacturers or the western manufacturers? 

MR. EVANS: The provinces of Alberta and Saskatchewan 
and the western packing houses, Gainers Limited, and, I 
think, Swifts too, who had a plant in Alberta, and the 
eastern packers, of course, appesred In position ae did 
the railways. 

THE CHAIRMAN: The eastern packers wanted no change? 

MR. EVANS: Yes. 

THE CHAIRMAN: Well, what change did the western 
packers in fact ask for? Did they simply say "We want 
Some location established between these two rates", 
or "There is a relation now which we think is Unt sin 

MR. EVANS: They wanted a constant relationship 
between the rates and the expressed method by which that 
relationship was to be obtained was by a reduction in the 
rates on meats, 


THE CHAIRMAN: Then this constant relationship was 
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of a certain proportion then, I Suppose? 

MR. EVANS: They saidhere Winnipeg. Winnipeg 
has a relationship today. Now, as compared with Winnipeg, 
Alberta and Saskatchewan are at a disadvantage. They 
wanted the relationship for Alberta and Saskatchewan to 
be the same as for Winnipeg. Thst was the prime consider- 
ation, 

THE CHAIRMAN: That is, they wanted the relation- 
Ship between shipments on meat and on livestock from 
Winnipeg east to be extended west to Alberta? 

A: Yes, they wanted this constant relationship. 
Now then, the method, as I Say, was to reduce the rates 
on meat. Now having got that much of the facts, there 
Ls one other reference to the facts that I want to draw 
to the Commission's attention. One of the facts alleged 
by an eastern packer was that (and this is the quotation 
from the representative of the eastern packer): 

"I might point out that only a very small 

portion of the fresh meat and packing house 

products they will compete against (that.is 

the western packer) in eastern canada is 

derived from Alberta livestock Slaughtered 

elther in Winnipeg or in eastern Canada", 
and the Board in the Judgment, as will be seen when the 
discussion proceeded, felt that that was perhaps an 
important factor. 

Now then, there was an allegation of fact which 
was not chalenged by the eastern packer,that after all he 
did not get the most of his raw materials from Alberta, 
and that that, he felt, was a material answer to the 
question as to whether Alberta had been at a disadvantage. 
Now, If I may turn to the witness - 


THE WITNESS: May I note, Mr. Chairman, just one 
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fact in connection with that case? 

THs CHATRMAN:« Well’, if.it.is.a fact, tell us 

about it. 

| As ovis lefact .sir.. that, Burns, & Company 
were one of tne people that were requesting that relation- 
Ship. Before the case was finished Burns & Company withdrew 
from the case because they had purchased a plant in 
Winnipeg and they were no longer interested in what you 
might call strictly the "western situation", but they 
withdrew from the case. Mr. Innis, as I remember, was 
the Traffic Manager that handled it for them. They purchased 
a plant in Winnipeg and they said in effect "If we can 
get this 146% relationship from Winnipeg, that is where 
we will process our goods". 

Q: What about that then? 

Ac4 vi) Ghink | ty proves,.che, point,,.si2 hat. they 
were quite convinced they had a very definite advantage 
in Winnipeg to process Alberta, Saskatchewan and Manitoba 
livestock for shipment to the East. 

Q: Well, are you arguing that there was no 
advantage? 

MR. EVANS: I don't think anyone,:-as far as my 
clients are concerned, would ever take the position that 
an advantage could not be created in the circumstances 
that Mr. Harries refers to. The only question is whether 
it seems to me the Board has adequate pwers today sand 
whether there should be some directive to the Board to 
give effect to the reasons to establish these relationships 
in disregard of the other principles that obtain in the 
making of rates. Now, the extent to which freight rates 
affect industry may be open, as a matter of degree, to 
discussion, but no one can properly say, and I would not 
properly say, that there is a great advantage in locating 


at certain places because of nae rates. 
(Page 11038 follows 
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I may venture humbly to say that it is not a problem 
which can be solved as readily as some people seem to 
think it can be. I am about to suggest to you that 
the powers of the Board and the exercise of the 

powers of the Board as exemplified in this Judgment 
are very largely covered by exactly the same consider- 
ations that existed in the United States. 

THE CHATRMAN: Do you mean to say, Mr. Evans, 
as ey Frawley has submitted, that the Board would have 
the power to grant such things? 

MR. FRAWLEY: As late as the 30% Case they 
went over it and made it very clear that they were 
not arbiters of the National Policy. 

THE CHAIRMAN: If they have not any power, what 
would you propose that they be given power to do or that they 
Should be directed to do as part of the rate structure? 

MR. FRAWLEY: First of all, I say they perhaps can 
have the power but there should be some express provision 
in the statute to put that aside at least by recommendation 
from this Commission after having considered it and that 
in itself in its own momemtum may carry it on. 

THE CHAIRMAN: What would you want the recommendation 
to say? 

MR. FRAWLEY: To say that the Board would have as a 
principle which would guide it, the maintenance of this 
critical relationship. 

THE CHAIRMAN: And which they would be compelled to 
accept? They may say, “we will have it in mind but we 
-gre not going totput itsaside". 

MR. FRAWLEY: We have a separate brief as to that, 
my iond. The Board says it is not their business and that 


they must keep away from anything where industry must be 
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established. 

THE CHAIRMAN: You say they should not keep away 
from sLG? 

MR. FRAWLEY: That is right; they should consider 
Enis critical welarionshi pi 

THE CHAIRMAN: Then you would have the Board 
carry that out? It then becomes more than a regulatory 
body. 

MR. FRAWLEY: That depends upon how much we put 
upon them. 

THE CHAIRMAN: We will explain their powers but 
curtail their «discretion? 

MR. FRAWLEY: I would not want to put too much 
mandatory power on them, but I think something must be 
done to get rid of the mass of precedents that are 
Theres, 

THE CHAIRMAN: I think we know what you are seeking. 

MR. EVANS: - Q. Mrs ‘Harries, in view of what your 
counsel Nas just said) Rh think Tiwant ‘to lask syou this 
question Do you believe that ethe powersiofi:the Board 
should be so extended as to make them in effect arbiters 
of industmak policy win this; country? 

A. We believe that that is implicit in the problem 
of controlling rates which is the Board's problem and the 
mattéer®*of industry locationimust be considered: If -the 
Board are not arbiters of industrial policy then we 
maintain that the railways are, and we do not think that 
is satisfactory. 

Q. May I suggest this to you, to the extent that 
the railways are arbiters of industry location, nerd is 
some control over them? 


A. Not very much control over them as arbiters of 


industrialgporicy. 
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Q. Do you want the Board to be the arbiter 
Of industrial; policy? 

A. We say on page 53 of our brief that we submit 
that the Board should assume an active role in the these 
matters and the manner in which we expect the Board to 
act is indicated in our recommendation where we say 
that these several things should be done. That is our 
position. 

Q. I want to get this clear, and I do not want to 
be unfair to you. The paragraph that you have been 
reading from begins with the statement that the Board has 
held on many occasions that it is not the arbiter of 
sudustriat policyw: Tcwanteyou tocdirect your mind to 
that and I want you to Say whether that is wrong in 
principle or whether you think it should be changed? 

A. We say that the effect of such a decision 
by the Board is to leave these matters within the 
competence of the railways, and then-+ go on to say 
that the railways are unacceptable as arbiters of 
industrial policy, and then we say that the Board 
should assume an active role in these matters and 
we indicate in which way that active role can come 
about. 

Q@. You are leaving me without any real result. 

You have said to me that when the Board is considering 
these relations between raw material and finished 
product that it should consider the reasonableness 

of the rates per se, the question of cost of service 

and the question of value of service and the question 

Of disturbances of existing relationship. I am merely 
PUTTING wWicetosvow that iin. thisnrole.the.considerations 
which the Board would have to have in mind in considering 


whether this so-called critical relationship based on 
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input-output ratio in industry can be given effect too. 
Having gone that far, I am asking you whether you say 
that the Board does not consider and give effect to 
relationship between raw materials and finished products 
Subject to all reasonableness of the rates per se, 

the question of discrimination and those other elements 
of rate-making which the Board customarily applies; are 
you prepared to answer that? 

A. JI do not think that they have ever considered 
the relative rates specifically They have decided | 
essentially the reasonableness per se of the meat rate 
Or the livestock rate and the relative rate has not been 
of concern to them. They say, "we are not the arbiters 
of industrial policy", and they do not ae that into 
consideration. 

Q. That is exactly what I am trying to get from you. 
Supposing that here Alberta discusses this question 
because it comes back to this question of arbiters of 
industrial ‘policy: I have got from you the fact that the 
Board must consider the reasonableness of rates, 
dislocation of industry, discrimination, cost of service 
and Value or “service and all *of “these elements that are 
in the rate-making picture to-day. Having agreed that 
they do consider and should consider these things, you 
come back to me with the suggestion that they find that 
wey “are nov -erpivers of "industrial policy. «*r want to 
know what is the difference and how far these consider- 
ations, which I have described to you, reasonableness, 
value of service, cost of services, disturbance of 
aude or discrimination, which of those --- 

THE CHAIRMAN: You included dislocation of industry 


a moment ago. 


MR. EVANS: Q. Dislocation of industry certainly 
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reasonableness of rates per se, value of services, cost 
of services and discrimination. Having regard to the 
fact that they must consider all of these things, and 
you agree that they should consider them, I am asking 
you what more would have to be added to this to make 
them arbiters of industrial policy? 

A. I have not said that we want to make them 
arbiters of industrial policy. There is nowhere in 
this brief that we have said that. 

Q. May I take it this way that so far as your 
brief complains of the Judgment of the Board which say 
they are not arbiters of industrial policy, you have 
no lomo eat OnMincur Ahindine ss 

A. I do not want them to be. 

Q. You have quoted the Board's Judgment where they 
Say) they varernot, and: now tI ‘take 1t ‘that you do not want 
them to be, you have no complaint of the Judgment which 
is based on the finding that they are not arbiters of 
industrial policy? 

Mua mot think Ghaty tod tows). 

THE CHAIRMAN: I think the brief goes on to say 
that the Board are not arbiters of industrial policy 
and that the result of that is that the railways then 
become arbiters of industrial policy. That is what your 
brief says. Then your brief goes on to say that therefore 
the Board should come in and play an active role. What 
is the role you want the Board to play? 

MR. FRAWLEY: The witness has explained that, my 
Tore . 

THE CHAIRMAN: The Board says, "no, we are not 
arbiters of industrial policy”, and then you say by 
Saying that that the Board lets the railways be arbiters 


of industrial policy. You say, "we submit that the Board 
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should assume an active role." Do you mean that the Board 
Should become itself the arbiter of industrial policy? | 

MR. FRAWLEY: No, we do not. The witness did explain 
that yesterday. He took occasion to say it yesterday, and 
perhaps, he should restate it now as to what he means. 

Q. What do you mean when you say the Board ‘should 
assume an active role? 

A. When we say that we think the Board should assume 
an active role in these matters, what we mean is that 
there should be changes in the statutes, where necessary, 
or merely a recommendation that the Board should consider 
these matters which we bring up in our recommendation. 
Parste Of align that in then matter: of: coum raw: mater ale 
finished products rate, the rate should not discourage 
or encourage producer location. We say that the Board 
Should concern themselves with this stop-off privilege; 
that they should concern themselves with rate groups and 
with developmental rates and the matter of limited 
competition and those should come more directly under 
their supervision. We do not want to leave the impression, 
Sir, that we want the Board to be an economic planning 
body. That is not the suggestion, but we do want them 
to take a more active role, not a complete role, but we 
do not like the idea of them almost disclaiming any 
responsibility and then leaving it up to the railways. 

MR. COVERT: May I say something, my lord? I wonder 
if my understanding is that they say that the Board has 
saidhthatntheyvarernotsarbitersof industrial, policys;tthnat 
they say that makes the railways arbiters but what Alberta 
says that they question the railways the right to be 
arbiters, and therefore the Board of Transport Commissione» 


should step in and say, "we will bring in a critical relation 


ship so itewill.be a neutrality. " 
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The rate should be set so the railways cannot be active. 
Drwonder® ia that “isc? ft am trying to shorten it, my 
Ford % 

COMMISSIONER INNIS: Q. Do you rule out entirely 
the possibilities of legislation? Here it has narrowed 
down to two alternatives, one with reference to the 
railways and one with reference to the Board. Do you 
rute out ‘all lecislation that may have. an“effrect ‘on 
the Board? After all, Parliaments have come in in a> 
a number of cases. It has never regarded the Board as 
a "sacred cow"? 

A. I do not think we would rule statutory direction 
Or legislation out in this matter but we feel that if 
the Board will apply itself to these matters that that 
will we sufficient. 

Gar Yousdo. ule it out? 

A. In these matters I think on a broader scale 
it might ‘be necessary. 

THE CHAIRMAN: They cannot satisfy in every case. 
Here you have this case of industries in Eastern Canada 
who want to use raw materials from Alberta and you have 
others in Winnipeg and you have other industries in Alberta 
who want it at home. Do you want the Board to say it 
would be far better if this material was manufactured 
in Montreal or to say it would be far better for Alberta 
if it werev-all- manufactured in Alberta or should they say, 
"we will set such a ...:. rate that it will make no difference 
to the manufacturer whether they do the work in Alberta 
or Montreal? 

A. This being presented by Alberta --- 

Q. That is the role you say the Board should play? 

fe, Ve oe 


Q. To always set up a rate which will contain no 


spo wbyn: Wik Gy |. 


gnoH. Wiens te he! 3 ds sta “Kev East : ry HK, 


i+ of “uheretRam hi SEU. sod Serwny Bs ope yy / 7“ 


5G: Boom: Sg, av Sanivie Ae gine adie erie: nore fe ; 
of Pye a 4 * “ 7 Pes : 4 


a 
fi A 


‘¢ we dosttc. at “74h TSN: eis tee Se wot & Te tao Shirt |. 


' ; i 4 a a 


; Leh oe -% , 7. 
: z : ied ae ae ge P en iPiatl ere’ 27 A fae no 
ce HE onoo. over edrenhhies vate rss te OSE | 


| ie 
. at : “a [™ BP Eo ay 4 ,V > +E e 3 A j tT . as r¢ a By “4g ’ +O ‘Ee ode: 4 7 
1 C7%. ies xe are Tw aad ‘fos H - , . 


aah FS ponaae B 


| CN Se ¢ hf vite yay THIF, tlt: oar Oe!) Sy: nisow > rot: Oi r AL ona : i : : 
7 ci oad oot Wey ai nantcheny Sitch ad Yeh WORE wehgek fo 4 
| ‘ 
ities (atta, Saath: of: “Dieatt Ydeqe Ofte hesogoni 
; - att, | 
| | 3 inet oEViE owe Chir — 


Tyrt. 2 t i Sona’ > ¥4 f a ry a ie ‘ “4 Cate et d i | 4 mer och. 7 ys 
aft Jaaw voy oO emo ve Jf itew ore; 
y Lape ") ers nc ay | FT SNF: i% 47: od: pio +e 


= , . x ‘ a 7 ) mw 
oe 1c. tf 43 : on t tt ri :: * fp {=o 2 2° ’ 70, LS ey Tol, tt : 
i 


owt 


th, ededGih a beustoe Tuna big s19w 4: both 
ib tery eter oe hewis Wee aie owe 
‘4 pegyitr pet Pear tit. hy * ons ve P< 7 

EON OSE Usp “Hail so iy sl anime ar or. 
ge 
oS IL “yadvise RAE. an ce nse a 
na 


Brrssctly set we + ux baste Stok 2a bh 


bein 


74 
/ 
vw 


- 11045 - Mr. Harries Cr. exi 


difference with respect to location in the country between 
the user of raw materials in one place and the user of the 
raw materials in another place. 

MR, FRAWLHY: At the moment it would not appear 
to us that that would require any amendment to the 
statutes. I would not like to rule out all of the things 
that we are advocating can be done within the limits of 
the present Railway Act, and there will be from our 
submission on Legislation that there must be some changes. 
And in this matter of industry location, there may be 
some considerations given to it. 

THE CHAIRMAN: That is an incidental matter, or is it 
the whole matter? | 

MR. FRAWLEY: In this case of industry location at 
the moment it does seem to me that the Board can insist 
upon this policy. | 

COMMISSIONER INNIS: Are you not asking the Board too 
much in asking it to reverse its position? 

MR. FRAWLEY: Yes; the Parliament might say, "here 
is a new rule." This is an administrative body and they 
are not bound by the rule stare decisis, and it should not 
be too hard to get them to take this attitude. 

THE CHAIRMAN: You would have to show them that in 
exercising this Boner in equalizing a rate that all of this 
can be carried on without discrimination and unreasonableness? 

MR. FRAWLEY: Yes, my lord, we have some other examples 
in our other brief. 

MR. + EVANSS))-Qes L.just) want’ to make, this: clear, 17 
honestly want help from this witness as to why and what 
changes he wants. He has told me that he would give some 
consideration to reasonableness per se, to dislocation, 
and he has submitted that he would give some consideration 


to value of services and cost of services and the matter 
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of discrimination. If you want a change which do you want 
to subordinate to all of them or part of them; whic of the 
present principles that you have said should be taken into 
account should be subordinated in this main question of 
relationship? If I could get that I would quite content to 
finish my cross examinaticn. Can you help me on acct Mr’. 
Harries? 

A. Yes I think I can. We say in the matter of raw 
material-finished product - that is the principle right there; 
that is the prime principle and these others would modify that 
Or supplement it in many instances. They are not antagonistic 
at all in my understanding of’ them. It is not a matter of 
"either" or "or". Many of them are supplencntary to this 
particular principle that we advocate. 

Q We have got this much, that all of these present 
principles would be subordinate to the over-riding matter 
of established relationship, and if there was a conflict of 
the present princpples, you would subordinate them to the 
over-riding thing that would provide you with neutrality? 

A. I cannot £0 along with you when you paint it 
black or white. If this principle comes in Surely the 
Board is reasonable enough to consider the reasonableness 
Of Gnas. 

Q. Are you content to have the Board give whatever 
welght to any of these factors it might decide to, without 


interference by direction or statute? 
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A; If it is true that weight feature is 
established, I think you pretty well have to. They 
could always turn down an application if it was going 
to do something which was obviously not in their own 
good. 

THE CHAIRMAN: Now you are going on so far 
on the matter of rates on raw materials and finished 
products? 

MR. FRAWLEY: Yes sir. 

THE CHAIRMAN: We have addressed our minds 
almost exclusively to livestock and meat. Take copper, 
Zinc, gold, all our natural resources, the raw materials 
they finish. How would you deal with them? Shoulda they 
be manufactured, finished products, where they sre 
found? 

MR. FRAWLEY: What are you using with respect 
to the general question, Mr. Chairman? 

THE CHAIRMAN: We have to consider all these 
things, not only livestock. 

MR. FRAWLEY: That is true. We have been putting 
up as a general illustration that which is close to home 
CO pists 

THE CHAIRMAN: But you also have petroleum - you 
have, oil? 

MR. FRAWLEY: Yes, we have petroleum, 

THE CHAIRMAN: And up North you have minerals 
of various sorts? 

MR. FRAWLEY: Yes sir. 

THE CHAIRMAN: You have copper, zinc, uranium we 
are told, you have gold? 

MR. FRAWLEY: That is quite far North, yes. 

THE CHAIRMAN: Then can't this neutrality of 


rates apply all along the line? Would conditions elways 
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be so that plants wishing to establish themselves could 
do it just as well 400 miles north of Edmonton as down 
in the middle of the province as far as freight rates 
go, or any other part of the country where perhaps it 
requires to blend other raw materials with its finished 
product? 

MR. FRAWLEY: Yes, you will recall that Professor 
Stewart dealt with that in the latter part of his 
examination, He dealt with the necessary qualifications 
and that sort of thing. He did answer the Chairman's 
question. Taking it from the livestock to the general, 
what is your particular view? 

THE WITNESS: In general, sir, we say that the 
rate relation should not @iscourage or it should encourage 
producer location so that with copper refining, for 
instance, we say that the rate relations should not 
encourage the movement of the copper ore for 500 or 1000 
miles to a point of refining, and we say in connection 
with petroleum that you should not encourage the movement 
Ol the crudesoll.for,1000,or 1500 miles to. the noins 
where it is refined. This should be, 1t seems to us,. from 
@ transportation standpoint and from a general economic 
standpoint a sound one. That is where it 1s possible and 
we have admitted, as Professor Stewart said yesterday, 
that there are some instances where it is not possible, 
but where it is possible you could manufacture - 

THE CHAIRMAN: Who would decide whether it is 
possible or not - the Board? 

itn NES, 

Q: You would be satisfied with the Board's 
desvcision then? 


As Wes. 
MR. FRAWLEY: You would feel that it would probably 
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speak for itself pretty quickly? 

A?’ Yes. “That is°the thing with this: whole 
proposition. We are not advocating this as a special 
privilege for Alberta. Ontario and the Maritimes and 
british Columbia shere-in it equatly sas" it’ is" in’ the 
rate structure. We are bringing it forward before this 
Commission and using this meat-livestock example only as 
an example and it is one which we think is generally 
applicable. 

THE CHAIRMAN; “All-right. 

MR. EVANS: Then, I am going to leave this subject 
afver™one “more” question, At; the foot* of page 44, there is 
a quotation from the Judgment in this case to which we 
have been directing ourselves. Now then, I am going to 
vead’ this to-you and then put my ‘question; “Tt is” a 
quotation which appears at the bottom of Page 44 and is 
an extract from Page 418 in the Judgment in 18 J.0.R.& R. 
and appears also on Page 22 of the Canadian Freight 
Association 1588: 

"The equalization above contended for (that 
is the equalization of these relationships) 
would involve a rearrangement whereby the 
combined rates on livestock in and on meat 
and packing house products outward, would 
produce through transportation charges equal 
for-all Canadian packers", 

Now, is that in effect what your proposal is? 

A: This application involved the qualization of 
all packers at the Winnipeg relationship? 

Qe Leas 

A: We do not suggest that anywhere in our brief, 

Q: Then what you want to get is as near average 
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wary Les > 

SO sPuooMinworincipLe. that 1s) not very far 
removed from your present proposal. Now then, I go 
on to read: 

"As a matter of tariff construction, this 
would seem to be impracticable, and would 
resolve itself into an attempt to create 
Such a condition regardless of the 
reasonableness of the rates per se, or 

of the anomalies that would be created". 

Do I take it then, that Alberta officially dis- 
agrees with that finding of the Board? 

WE PP RAWLEY s).. Lathink, 1G. 1364.0nl vy hatp igi. 
Immediately following the passage which my friend has 
quoted, there follows a reference to the Eastern Livestock 
Cases of 1926 in 144 I.C.C. and as was pointed out 
yesterday, the Eastern Livestock Case of 1926 was one 
of a series of cases which finally terminated in 1945 
by what was practically a review and a new principle 
established in the Hormel Case to which attention is 
etven Jon Pagew4 fn.oryournbrier,., tathink. a tyuis Seay fair 
to point out that the Board of Transport Commissioners 
tied that remark that my friend has quoted to the 
decision of the Interstate Commerce Commission in 1926 
in the Eastern Livestock Case dnd we have heard about 
that yesterday. 

MR. EVANS: May I have an answer to my question? 

ona Cesk 

THE CHAIRMAN: Before you answer, at what Page 
of the brief are you? 

MR. EVANS: The bottom of Page 44. They have 
quoted this. 

THE CHA TRMAN:: «RI arent. «80. ON 


1 


a, 


Te oe Dutt 


2k ‘LER ORS atone % Lge 


KB 


ATR ay oe GF : hoya 


— er BD. ona SOY 
Ce at 


e 
+? 
—-* 


a=. 
Del a talttad. 


sass a) Ba + 


moses Dileow 


a if 
ae >, ane 


TLOeey 


+. 6 
9 ae 


* 
ny “anes 
oh tev we Oo + > - SRO oS. 
or 


af 
Satta, omre 


- 


ig ae Moats £ 
gah ae) et | Se 


» Tle iy A <gae 
aE aol ee Wins 


ae ee 


a a oh ee a x QS 


sit 12 ru wy 
7 oat 


s Jatog of 
ob a3 poi? 


. 


ate. 20 Nolarss: 


_statesd ents nat 
Aebveteog Teale 


es 


$i, AaMAattO neat 


Fung -wEs, seas. id on 


fIOF PGI saiil ane ok 


N. - 11055 - Mi,’ Harries’, Cr,” ex, 


THE WITNESS: May I answer the question? 

THE CHAIRMAN: Go on, 

A: In view of the fact that they have been doing 
what we suggest now for at least fifty years in the United 
States, we would disagree with what the Board of Transport 
Commissioners says in the paragraph to which you refer. 

MR. EVANS: You disagree merely on the question 
of whether it would be practicable? 

A: I commented on the first sentence before, so 
there is only one sentence left, and I am commenting on 
that now, and it says that this would seem impracticable 
and so on and so forth, and I disagree with that on the 
basis of the fifty years experience in the United States. 

Q: Now then, how about this quotation further 
up referred to on the same page: 

"While I am not convinced of the necessity, 
nor indeed the propriety, of establishing a 
percentage relation between these two sets 
of Yates, ‘nevertheless, it isnot difficult 
to see that a condition could arise in 
which special rates on livestock being 
accorded to eastern packing companies, 
would operate to the disadvantage of 
western packers in marketing their finished 
products .,." 

What do you say about that? Do you disagree with 
that? 

A: Do you mean that first sentence? 

ir, ses y 

A: Where they say "nevertheless it is not 
Garricule to see... ? 

Q: Do you want me to read it to you again, because 


really I am getting tired of reading these things over and 
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over again: 
"While I am not convinced of the necessity, 
nor indeed the propriety, of establishing 
a percentage relation between these two sets 
ofarates ss neverthelesssq 1tad sunotediffieuLs 
to see that a condition could arise in 
which special rates on livestock being 
accorded to eastern packing companies, 
would operate to the disadvantage of 
western packers in marketing their finished 
products in competition with eastern packing 
houses" 

Now then, what part of that sentence would you 
agree with on quarrel/iwithiasmto ithe, attitude of the 
Board and I am trying to test you? 

A: Well, I would disagree with the part of 
the statement which says - I don't know how I can dis- 
agree with ita) Ti) amnotieoing to: comment: ont ite 

Q: The point I am suggesting to you is that 
the Board have in mind that there were some advantages 
and disadvantages because of the lack of the relationship, 
and after considering this whole question they were not 
convinced of the propriety or the necessity of 
establishing the relationship and in fact I am suggesting 
to you that your difference with the Board is that you 
just do not like their Judgment? 

A: Well, I am suggesting that that is not the 
Case, Sirs 

Q: All right, I will accept that answer. 

A: Our case does not hang on this Judgment or 
on any other one Judgment in here, and more particularly 
on one sentence in the Judgment. 


Q: LT amoonly\taking your: own quotation, Mr. .Harries:, 
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Then at Page 45 in referring to the same case you say: 
"The application was rejected because the 
learned Chief Commissioner was not convinced 
that the rate relation complained of was 
discriminatory as far as the western plants 
were concerned" 

Now then, having regard to the discussions we 
have had, do you not now want to qualify that comment 
as indicating that the sole consideration by the Board 
in that case was as to whether it was discriminatory? 

A; I do not indicate that that was the sole 
thing. The next sentence says that there was snother 
reason, 

Q: Oh yes. Then do you mean that it would be 
discriminatory or that it would be impractical? 

A: I think those are the two primary reasons 
for not granting this application. 

Q: You do not know in fact about the reason- 
ableness or whether it would, in the words of the Chief 
Commissioner, have been proper. Now then, is it your 
view that in the United States the law is materially 
agifferent in this respect or that merely the attitude 
and findings of the Commission are materially different? 

A: To my attitude it is essentially the manner in 
which the Commission in the United States has interpreted 
these powers under the law, although, as I understand 
it, there are some differences in the law. 

Q: Well, do you not agree. with me that the 
Interstate Commerce Commission hss considered that it 
is not the arbiter of industrial policy? Would you say 
the Interstate Commerce Commission has been different 
in that respect? 

A: -.I don't know, 
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Q: Would you say that they have not looked upon 
the relationship and the reasonableness of rates per se 
as the prime considerations? 

THE CHAIRMAN: Would this "per se" mean towards 
the carrier? 

MR. EVANS: Yes, towards the esrrier and the 
Shipper - the rates in themselves. Both must be Satisfied; 
the rates must be reasonable to the shipper and to the 
carrier. Now, is it your view that they have not made 
that a prime consideration in this case? 

A: I am sorry, I don't remember what "that" 
POLerscuo. 

Q: The reasonableness of rates. 

MR. FRAWLEY: Per se. 

A: Is it my opinion that the Interstate Commerce 
Commission have not given consideration to reasonableness? 

MR. EVANS: Prime consideration. 

A: They have considered reasonableness. 

Q: Have they not given prime consideration to 
those two things - reasonableness and questions of 
whether discrimination existed? , 

A: It depends upon the case with which they 


are dealing. 
Q: Now then, the Commission will find reported 


in the same Judgment a number of decisions by the Inter- 
state Commerce Commission. I won't pause to review them, 
but I think the quotations from the Judgments are quite 
important, and they begin at Page 22 of the Canadian 
Freight Association Decision in this meat and livestock 
case, and they continue for four pages ending on Page 25. 
MR. FRAWLEY: It is hardly necessary to say they 


were all prior to 1928. 
MR, EVANS: Yes, and there has been no change in 
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the law either. Now then, at the top of Page 52 you 
Said this: 
"Our contention is that geographic, 
climatic, and economic conditions sare 
in reality of primary importance in 
assessing the reasonableness of a toll, 
because reasonableness must be related 
to the value of the service given to a 
commodity" 
Now then - 

THE CHAIRMAN: Where is that? 

MR. EVANS: At the top of Page 52 at the beginning 
of the page. Is it your view or the view of Alberta thet 
the Statute should say that in determining the reasonable- 
ness of tolls the Board should give prime importance to 
geographic, climatic, and economic conditions? 

ee a Ns 

Gh a2nen, Govyou quality that Sentence ab o117 

A: Well, we are not making eny recommendation 
that the statut* should say it. That does not mean that 
LG £S-nov our ODlnLon, 

Q@: Well, how are you going to ensure that the 
Board should give effect to your opinion unless (a) 
you change the statute or (b) you argue it to the Board? 
Why come here? 

A: It is just a statement in the brief. It does 
not involve any statutory change Pecause we make 3 
statement, 

THEOCHAINUAN:'« You say. our convention 16... 
What do you want us to do about it? 


A: Throughout this section, sir, we were just 


taking what we considered to be some of the important 


Judgments of the Boord in the matter of market rates and 
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commenting upon them and then coming up with the 
conclusion on Page 53 that the Board should assume an 
active role in these matters. 

Q: You mean then that the Board's role should 
consist of giving primary importance to geographic, 
climatic, end economic donditions? 

A: The Board, sir, has treated rates made to 
meet market competition in the same fashion as they have 
treated competitive rates to meet carrier competition, 
and we sey that they should, in connection with rates 
made to meet market competition, go one step further 
and require that certain things be done and shown, and 
in this particular case we were showing that geographic, 
climatic, and economic conditions are related to reason- 
ableness and that the Board is concerned with reasonable- 
ness and, consequently, it would follow that they were 
concerned with the market competitive rates which, in 
our opinion, could only be made where climatic, economic, 
or geographic conditions are different between different 
places. That is what I believe, sir, it was our 
intention to show there, 

COMMISSIONER ANGUS: Are we, in accordance with 
your recommendations, to suggest amendments to the Act, 
or are we to say that if such is the case we agree with 
the criticisms you are making of the actions of the 
Board or to admonish the Board? What is it you want us 
to do? 

MR, FRAWLEY : If I may answer that, sir, I would 
sey thet in some instances we would ask the Commission 
to. recommend that there be changes in the legislation 
and then, as I have said more than once, in other instances 


it would be quite sufficient if the Board expressed it 


in the way you put it by agreement with the criticisms 
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you have heard of the Board and that that by itself (when 

I say "criticisms" I em certainly using it in the broad 
sense) and that thet of itself would cerry the necessary 
prestige and weight that the changes would be brought about. 
We merely advocete a change in the attitude of the Board 

by Parliament, if necessary. 

MR. EVANS: That would involve this Commission 
going into the transcript of the proceedings and reading 
all the facts and circumstances and the stand that the 
Boerd had taken to determine whether the Board was right 
in finding as it did in a series of decisions. 

MR. FRAWLEY: I certainly cannot agree with that. 

THE CHAIRMAN: I imagine the immediate question 
here is to establish your relationship between raw material 
and Panes product, and Mr. Horries told us: this morning 
that that relationship should be established even if the 
result was to bring about a non-compensatory rate on the 
railways. 

MR. FRAWLEY: I am going to re-examine, with your 
Lordship's permission, on that point. 

THE CHAIRMAN: If the Board is to give weight to 
the considerations you advance, and I was giving weight to 
granting con-compensatory rates, that is, compel the 
railways to carry goods at less than the carriage is worth, 
the next question is, who is. going to pay the difference. 
Mr, Harries said the generel shippers throughout 
Canada for one thing. Would you favour subsidy as another 
way? 

MR. FRAWLEY: No, 2 would not, sir. 

THE CHAIRMAN: You will not forget to deal with 
that? 

MR. FRAWLEY: Yes, I will deal with that. 


THE CHAIRMAN: Since your contention by Mr. Harries 
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goes so far as that. He goes so far as to say that he 
wants this done even if the result is to provide non- 
compensetory rates in shipment of finished products. 


MR AeERAWLEYS »Yes,.L emogoing, to deal withthat. 


(Page 11061 follows) 
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THE CHAIRMAN: Then you must tell us what ath SSO UG 

MR. FRAWLEY: As soon as Mr. Evans has finished, I will 
ask some questions about that. 

THE CHAIRMAN: I can rather imagine that what the Board 
Said is considered unreasonable. 

MR. FRAWLEY: You say that the Board has said that? 

THE CHAIRMAN: The word "unreasonableness of rate". 
I suppose that sort of a rate is the kind of rate which, 
prima fiacie, you say is not reasonable. That may be what 


the Board has in mind in deciding these cases. For instance, 


Werhave oii  °y) the Maritimes Freight nate Act whereby a 
provision is made to enable to producers of products to get 
barriers 

around the railway traffic barriers and getting into their 
markets, and this provision is made so that they are carrying 
it at lower rates. Do you want Something of that sort? 

MR. FRAWLEY: No, sir. 

THE CHATRMAN: Then if you do not, you must be careful 
what you do with the rates. 

MR. FRAWLEY: I agree with that, my lord. 

MR. EVANS: Q. May I go back to this quotation from 
your Grier av the top of page 529 You have said: 

"Our contention is that geographic, climatic and econo~ 
mic.cconditions are in reality of prime importance in 
assessing the reasonableness’ of a toll, because reasonsableness 
must be related to the value of the service given to a 
commodity." Then your. next sentence is: "We further contend 
that, in the past, insufficient recognition has been given 
by the Board to this question." May I get from you that if 
a rate is found to be reasonable in one climate or position 
in geography that that rate might become unreasonable in 
another portion of the country and in another climate? 


Ay Yes, 1 think that is true. 
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Q. And what would you do in a situation like this? 
Let us suppose in an area where there was duLlterioy of 
poverty and the economic conditions were at a low ebb, 
where the cost of transportation was high, would you 
make a different rate in that locality depending upon 
the fluctuating economic conditions obtaining as part 
OL i? 

A. That is dealt with in our General Rate Brief. 
An example of what I mean here is the fact that you 
may have to have a competitive rate because of geo- 
evaphicalscounditions,. a lake..or.ia canal. ianduthatyw tis 
a reasonable rate in those circumstances, and you may 
have a rate that is twice as high in Western Canada 
which may be reasonable out there. It depends upon the 
geographical conditions. 

Q. It depends upon competitive conditions? 

A. There would be no competition if VOI id snGic 
have the lake to run the boats on. 

Q. Then, at least you do not want under conditions 
merely of different geographical position a different 
Standard of rates quite apart from competition? 

A. Those all taken together are one detriment 
to reasonableness. 

Q. I want to get the extent to which you use that. 
You gave me an example of one situation where there was 
a lake. I want to get you to the point where the 
tramsportation is exactly the same but because of some 
geographical situation a different standard of reason- 
ableness would apply as compared with another area. 

If you happened to go that far you have to do so-and-so? 
ie walneuecorcnaphicalkrsi tuation,.is ithe fact, that. you 
are moving something a thousand miles which makes a 


difference in the reasonableness of the rate compared to 
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moving something fifty miles. 

Q. How bbout climatic conditions; would climatic 
conditions relate to cost of service? 

A. Climatic conditions, for example, affect all 
the agriculture in the area. If you have very different 
Vypes Or climatic conditions, variability and fluctuations 
in production and different things like that, one rate 
that may be reasonable in one instance is unreasonable 
in another instance. 

Q. You say as to transportation costs you would 
have to lower the rate where the climatic conditions 

are difficult for agriculture to the rate in an area 
where. you do not have the difficulty of velimatic 
conditions? 

A. That is one of the factors’. 

Q. I was trying to get down to where we do not 
have anything but climatic conditions. Would you give 
effect to climate as affecting the productivity of the 
soil in a test as to the reasonableness of the rate? 

A. That would be one thing that you could consider. 

Q. What about economic conditions;would you take 
into account the relative poverty of an area in testing 
the reasonableness of the rates, assuming the cost of 
operation and operating conditionswere the same? 

A. Take Canada and United States; different 
economic conditions between the two countries. That 
is one of the reaons why you cannot compare American 
and Canadian rates in reasonableness. 

Q. You want the Board to do something. I am 
trying to see what you want the Board to do. You say 
you want them to give more consideration to these 


necessary things that we are talking about in Canada. 
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all thing being equal, would you give a different 
standard of reasonableness in a community or province 
or area where the economic conditions were lower than 
in another? 

A. It depends upon how much lower they were. 

If they were very much lower if would influence value 
of service. 

Q. What would you do when there were fluctuating 
conditions; would you have reasonableness of rates in 
testing by fluctuating conditions? 

A. How long are the fluctuations? 

Q- I am asking you what you want? 

A. Rates are not established to cover fluctuating 
economic conditions. 

Q@. I know how rates are fixed to-day, but you 
want that rate-making machine changed, and you want these 
things given effect too, or you might just say that you 
do not? 

A. I won't because we said there was insufficient 
recognition given to these. What we were thinking of, 
as I have tried to explain, that in connection with 
rates to meet market: competition, the Board says it 
is concerned with the reasonableness of the retes. 
Market competifion must be due to climatic or geographic 
or economic conditions which differ, and secondly, 
different aspects as to how you can consider reasonable- 
ness as related to these things, and then overlook 
market competition in actual areas because you are 
closer to the market than the other fellow or you are 
farther away or you have water transportation. That is 
my point. 

Q. I am very sorry that we have to get at cross- 


purposes. When you make a speech and do not pay 
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attention to the question we have to BO "ack s:) 1 
asked you if you would apply a different standard 
of reasonableness depending uppn different economic 
conditions obtaining in different areas? 

Ay NO. 

Q. You would not? 

wo NO 

MR. O'DONNELL: May I just ask a few questions, 


my lord? 
CRISS-EXAMINED BY MR. O'DONNELL: 


Q. Mr. Harries, this business of rave £rouping 
that you refer to on pages 38 and 54 of your brief, 
the Board has the power of discretion as to group 
raves, Mas it not? 

A. Our submission is that the principle --- 

Q. Will you say that the Board has the power 
tO Br aenren ees of that type and also to order them 
out? 

Re kG 

Q. In these circumstances you know that in the 
West there have been group rates for many, many years 
particularly with respect to coal? 

Aw Yes’. 

Q@. I think you addressed your remarks concerning 
rate groups to the vegetable processing plant at Magrath? 

he tnau 18 Piers. 

Q. You have never made an application to the Board 
of Transport Commissioners for group rates concerning 
theareas that you suggested should be blanketed? 

A. It has been brought to the attention of the 


Board but there has been no application that I am aware of. 
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Q. No formal application for the declaration 
and establishment of group rates in that area that 
you mentioned? 

Meri Noe nowUttheateb kKnhowwrod 

Q. Now as to rate relations. As I understand iG, 
your suggestion is that one of the factors that should 
be considered when rates are being established is --- 

THE CHAIRMAN: What page is that? 

‘MR. O'DONNELL: I do not know, my lord. This is a 
matter of critical relationships as one factor that 
you suggest that the Board should take into consider- 
ation when establishing just and reasonable rates? 

THE CHAIRMAN; Does the term "rate relationship" 
apply only to rates on the raw materials and rates on 
finished products? 

MR. FRAWLEY: The way we are using that example, 
We jane confining) ourselves to that, my lord. 

MR. O'DONNELL: I will confine my question to 
vat woyperofiathi ner 

Pt Yasi: 

Omaowiha Tels merely of the many factors that the 
Board should take into consideration when providing 
rates under section 325 (5) of the Railway Act? 

A. No. 

Q. Why do you not agree with that? 
Al BeGauseicliio not itinkathat, they do) that. 

Q. Will you agree upon the provisions of the 
section that it is possible for them to do that 
because the powers in that section are more broad 
and there are virtually no restrictions on the Board 
with respect to what it must consider when arriving 
at just and reasonable rates? 
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the Board to-day would probably allow them to do 
almost anything in this regard as to what we suggest. 
However, the broad powers we Suggest that, in fact, 
they have not done these things and our recommendation 
is that they should consider those in the manner in 
which we have stated or suggested. | 

Q.- Well, “that maybe so "inthe andes ger) c's igaem ly os 
Stand but you suggest that they have not done so? 

A. I suggest that they have -not Bi ven sufficient 
SOGERLPON” COTA, . 

Q. In any event, we can agree that in the law 
as it stands to-day, the Board is free to consider 
that type of thing? 

An * Yes. 

Q. As I further gather, it would permit that 
a favourable relation is yot always granted, and that 
is your objection? 

A. Where do we get the word "favourable"? 

Q. On page 45 you say something about a favourable 
relation: "in these livestock cases the contention that 
there should be a favourable relation between the rates 
on Alberta "“export' meat and 'export' livestock was 
rejected." In other words, the relation that was 
contended for there was not accepted and was Pelec led. 
That is what disturbs you and that is why you do not 
agres: on) the findings on that case? 

A. No, I think if they had granted meat-livestock 
relation we could still come forward and ask for this 
principle that we have requested; 

Q. All I am pointing to or trying to get clear on 
Js that you agree that the Act as it stands at the 
present time does not give a good relation in that 


respect and the Board has the power to consider this 
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critical relationship that you have Spoken of? 

A. I would not agree with you that the Act 
does not have that meanine - 

Q. I suggest that you told me at the 
beginning that you agreed that the Act as it stood 
permitted consideration of critical rates relationship 
by the Board in establishing rates? 

A. The fact that the Board has the Power, aa 
would suggest, sir, is not any reason, fori not 
doing something to the Act which may affect the 
purposes of drawing their attention to this 
particular consideration. 

Cie lietnie ACL, as it istends atthe present 
time, permits that and the power is there, then 
there is no need to amend it? 


A. I would not agree with you. 


(Page 11070 follows) 
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Qs 


You say thet the Board does not consider 
critical rate relationships when fixing rates? 

| A: Yes, I think 8s a general principle it does 
not. 

Q: Now, you have talked a lot about these 
agreed cherges, and I presume you are familiar with the 
McColl-Frontenac agreed charge? 

ee’ Yes we MuCve v1 b+ 

Q: Did you examine the record and look into 
the details? 

A: I have examined ‘part of ‘the record. 

Q: Did you find in examining the record in that 
case that the Board made, whet I suggest, was quite a 
definite detailed study of the critical rate relationship 
pee reen erude oil and the finished product - between 
erude oil and ‘gasoline? Didn't they ¢o “into that in 
considerable detail in that case before they approved 
the egreed charge? 

A: They went into that problem in that case, 
as I remember it, to determine which point was the 
lowest rate which they would have to charge, or which 
they chould charge for that movement. They were not 
going at it with the idee of industrial location et all. 

Q: No, I am simply saying to you that the Board 
in connection with carrying out its duties in connection 
with establishing the rate between raw materials and 
finished products, is not precluded under the law from 
considering this critical rate relationship you speak of, 
and, in fact, in the MeColl-Frontensac Case they did 
study that very thing? 

A: I have never said they were precluded from 
considering that relationship. 


Q: Then, will youeree with me that in the 
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McColl-Frontenac Case they did establish or did 
consider that ‘very type of thing, that’ is, “the rélation- 
ship between crude oil and the finished product, gasoline? 

A; That they looked st the input-output ratio? 

Qi live sy 

APY Thetis tcorrect, i they did. 

Q: And in so doing they looked at it not only 
with respect to onevgravity of erude oil, but several 
gravities? 

As: Twovor three, 

Q: And they considered that very type of thing? 

Avo. Yes, “Chey vdid, 

Q: And in these circumstances that was what 
caused me to wonder really at your ssying that the Boerd 
did not do that sort of thing? 

A: I said in esteblishing rete relations they 
do not consider 6 critical rate relation and I submit 
that the McColl-Frontenac Case where they looked st the 
input-output ratio does not alter that. 

Q: But they did go into the relationship on 
the crude oil and processed or finished article? 

A: They examined the input-output. 

Q: And they could have determined from thet 
examination, had there been any need so to do, a critical 
reve relationship ,:asiiyau chose to term it? 

As; They teertainiy could heave. 

Q: And they might do so in any other case as 
well as the case that I mentioned to You, crude ol] and 
petroleum products? 

A: Yes, they might. 

Q: That is all I wanted to know. Now, your 
Sug gestion, es I get it, is that some emphasis should 


be given to a study of critical rate relationships in 
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establishing rates? 

A: Our suggestion is that producer location 
Should be encouraged or not discouraged, 

Q: And in the course of encouraging and not 
discoureging you went this study or e more emphatic 
study of critical reletionships to be mede by the Bosra? 

A; No, we do not. We want the Board to be 
ready to hear a complaint of a man who comes ee tei seys, 
"Because of rate relations I am situeted in the ares which 
produces the raw material and am unable to ship out the 
finished product in competition with people who are 
Situated in the merket and using that same raw material". 
We want the Board to hear evidence from these people 
who would come before them in those circumstances. 

Q: Isn't the Board there et this time to heer 
thet type of complaint? 

A: The Board has the power to adjust the rate. 

Q: Then what do you ask this Commission to do 
in the circumstances? 

A: We think, Mr. O'Donnell, that there should 
be a recommendation from this Commission which deals with 
the matter we raise on Page 54 in the second peragreph 
under A. Whether that would be a recommendation that 
the statute be altered end so on is something which 
Mr, Frawley will speak to. 

Q: Now that type of thing - I understand, 

Mr. Chairman, that it was the intention of the Board 
Pe adorn at 4:20? 

THE CHAIRMAN: Yes, we have to adjourn now. 

MR, SINCLAIR: Mr. Chairman, before you adjourn 
you asked this morning for the citation on the Inland 
Steamship Cese. 

THE GHAIRMAN: Where is it referred to? 
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MR. SINCLAIR: Well it was this morning thet 
Mr. Evans wes talking about a parity on export rates 
through Montreal, and the machine basis, and the case 
is Inlend Steamships v Canadian Nationel Roilways and 
Canadian Pacific Railway reported in 1941, 52 Canadien 
Reilway Transport Ceses 293. 

THE CHAIRMAN: Thenk you. 


--- At 4:20 p.m. the Commission edjourned to meet again 


on Fridsy, December 2nd, 1949, st 10:30 a.m. 
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-~10502- C. Archambault. ° 
CAMILLE ARCHAMBAULT 


appelé, 

INTERROGE PAR3 

Me. Desmarais: 

Q.- Quel est votre prénom, M. Archambault? 

Re Camille Archambault. 

Q. Vous demeurez A Montréal? 

Re A Ville Mont-Royal. 

Q. Vous étes le secrétaire de l*Association du 
Transport par Camion, Inc., du Québec? 

Re Le secrétaire-@érant, oui. 

Q. Depuis quand? 

Re Depuis sa fondation,. 

Q. Crest 14 votre seule occupation? 

Ae Cur. monsieur. 

Q. Maintenant, votre Association fait partie de la 
Canadian Automotive Association? 

R. Absolument. 

Q. Vous avez approuvé le mémoire présenté par 
cette Association? 

Re Nous ltavons approuvé, 

Q. Combien de membres y-a-t-il dans votre 
Association? 

Re Il y avait 618 membres en régle a la date de 
la semaine derniére,. 

Q. Quand votre Association a-t-elle été fondée? 

Re En 19443 elle est le fruit de la fusion de 
quatre associations de camionnage alors en 
existence. 

Q. Je comprends que vous avez, ce matin, une 
déclaration 4 faire 4 la Commission? 


Re Oui, monsieur,. 
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M. le président, MM. les commissaires, -- 

Au nom de l*industrie du transport routier, de la 
province de Québec, que jtai l*honneur de repré- 
senter devant votre Commission, je désire res- 
pectueusement répondre 4 certaines affirmations 
déposées devant vous par les représentants des 
compagnies de chemin de fer, 

fis ont laissé ltimpression que le camionnage 
souléve un probléme et qu’il y aurait lieu de 
limiter ses activités. 

On a prétendu entre autres que nous recevons 
des subsides publics, que nous ntopérons que 
durant la belle saison, que nous choisissons 
la marahandise 4 étre transportée, que nous ne 
pouvons opérer A profit sur de longs parcours. 

Le public est libre de choisir le moyen de 
transport qutil désire. La préférence marquée 
des expéditeurs pour le camionnage est une 
preuve évidente qu'il est considéré plus rapide 
et moins cofiteux. 

Les chiffres a ce sujet sont éloquents. Alors 
qu?il y avait au Canada, en 1920, 231,046 wagons 
de chemin de fer en service, il nty en avait que 
170,330 en ltannée 1944, 

La situation est compréhensible. Les camions 
peuvent offrir un serwice que les chemins de fer 
ne peuvent assurer, Les trains ne peuvent faire 
la livraison que dtune gare 4 l'autre, mais les 
camions de porte en porte et de fermes en fermes. 

Lorsque nous avons amélioré les conditions de 
transport, nous avons amélioré les conditions de vie 


de tous les citoyens. Le transport automobile favorige 
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-10504- C. Archambault. 
la décentralisation de la population et une 
meilleure localisation des industries, 

Le transport par camion augmente le bien-égre 
de toute la population, en rendant possible une 
meilleure diffusion des services sociaux, en 
faisant disparaitre l'isolement des localités 
rurales, enfin il rend plus efficace notre sys- 
téme de production et de distribution en favori- 
sant la baisse des prix. 

Par la rapidité et la fréquence des voyages, 
nous avons permis 4 ltacheteur de réduire les 
inventaires, et au manufacturier de régler la 
production sur les commandes plutét que de main- 
tenir des stocks élevés. Nous avons diminué les 
formalités dtexpédition et les risques d'avaries, 

_ tors d'une enquéte il a été démontré que sur 
23,008 expéditeurs 65% favorisaient le transport 
routier plutét qu'un autre. La raison donnée est 
que le service est plus rapide et plus flexible, 

Au point de vue dtemploi, nous sommes supé- 
rieurs au chemin de fer, car il nécessite au moins 
un homme pour transporter une moyenne de neuf (9) 
tonnes de marchandises, tandis qu'un convoi de 
chemin de fer peut transporter prés de 900 tonnes 
avec quatre (4) employés. Dans la province de 
Québec nous avons prés de 21,000 employés directs 
dans l'industrie du transport routier. 

Dans la province de Québec il existe que 4,674 
milles de voie ferroviaire, alors qutil y a 39,649 
milles de réseau routier. De plus le chemin de fer 
ne livre pas tout le long de son parcours. 

Comment les chemins de fer espérent limiter nos 


activités sans venir a l'encontre de ltintérét public. 
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-10505- C. Archambault. 


Les chemins de fer ont parlé de subsides, 
mais ils ont dénaturé les faits et renversé 
les réles. Ils réclament que les camionneurs 
solent appelés 4 défrayer une plus grande partie 
du cot d'tentretien des routes. 

Mais ils oublient qutils ont regu plus de 50 
millions d*acres de terre, gratuitement, plus 
200,000. d*octroi et la garantie de un milliard 
du gouvernement, pour leurs obligations, 

Ils oublient que ctest le contribuable qui 
est appelé 4 payer leur déficit d'opérations. 

L'entreprise privée du camionnage n'a jamais 
regu un sou de qui que ce soit pour ses opérations 
et il est satisfait de son sort, 

Nous payons notre quote part de L*entretien 
et la construction de routes. Le fait est que les 
budgets provinciaux de voirie ont toujours été 
moindres que les revenus provenant de la route. 
Durant les années 1941-42-43-44, par exemple, une 
moyenne de trois millions de dollars par année ont 
été pris de la voirie pour étre appliqués aux 
oeuvres publiques, comme les hépitaux, orphelinats, 
etc. 

Depuis cette date la province de Québec pen. 
goit la taxe de guerre de trois cents le gallon 
que le gouvernement fédéral avait établie sur la 
gasoline, Ses revenus ont conséquemment augmenté, 
Cet automne, les revenus de la voirie étaient de 
912,500,000, pour ltenregistrement des véhicules et 
de $26,550,000. pour la perception de la taxe sur 


gasoline. Les camionneurs publics ont payé seuls 
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prés de onze millions de dollars de ce revenu 
provincial... Le camionnage contribue plus que 
quiconque au cotit dtentretien et de construction 
des routes. 

Les chemins de fer prétendent que nous 
opérons que durant la belle saison. Ilya 
15 ans cette affirmation était fondée mais les 
camionneurs ont été les pionniers et promoteurs 
de l'entretien des chemins dthiver et en 1946 
il y avait dans Québec 8093 milles de routes 
entretenues lthiver soit prés du double du réseau 
ferroviaire en entier. 

Depuis 1946 la Chambre de Commerce de la pro- 
vince de Québec. stoccupe activement du probléme 
et le réseau routier dthiver augmente d'année en 
année. 

Les camionneurs publics ne choisissent pas la 
marchandise a étre transportée, ils ont conscience 
de leurs responsabilités. Exemple - ce printemps 
la route entre Mont-Laurier et Senneterre a défoncg 
& la suite dtune inondation. Durant prés de deux | 
mois elle ntétait pas carossable. Les camionneurs 
opérant entre Val d'Or, Amos, Rouyn, LaSarre et 
Montréal doublérent leur millage en’ passant par 
North Bay, Ontario, et maintiennent leur service 
au public en chargeant les mémes taux. 

Depuis plusieurs années, dans la province de 
Québec des services de transport routier existent 
sur des distances 300 ou 400 milles et opérent a 
ltannée 4 la satisfaction du public, puisque ces 


camionneurs augmentent le nombre de leurs camions. 
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Pour conclure je citerai textuellement un 
paragraphe dtun mémoire présenté au gouvernement 
de la province de Québec en 1947, par la Chambre 
de Commerce de la Ee de Québec: 

"Il est évident que les chemins de fer doivent 
opérer 4 perte sur certaines de leurs lignes et 
qu'ils pourraient parfois 6étre avantageusement 
remplacés par le véhicule moteur. Toutefois, 
ils ne seront pas autorisés 4 abandonner leur 
Service, tant que ltentretien dthiver du réseau 
routier ne sera pas assuré de fagon adéquate. Et 
pourtant, comme on peut le voir, cette substitu- 
tion bénéficierait non seulement aux compagnies 
de chemins de fer, mais aussi 4 toute la popula- 
tion." | 

Il ne stagit pas, par cette déclaration, de 
favoriser un mode de transport plutét qu'un 
autre, mais d'fassurer 4 la population le service 
le plus économique et le plus efficace possible 
et de libérer le public des taxes de déficit dt 
au transport. 

Me. Desmarais: 

Q. M. Archambault, jtaurais quelques questions 

& vous poser? Quel est le titre de la loi qui 

régit db camionnage dans la province de Québec? 

Re. La loi qui régit le camionnage dans la province 
de Québec est connue sous le nom de la loi 

du Transport et des Communications. 


Q. En quelle annéeat-elle été adoptée? 
R. Elle a été adoptée, il y a plusieurs années, 


A la derniére session cette loi a été modifiée 


et l'on a créé une nouvelle régie du transport. 
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C*est ainsi que depuis le mois d'taoifit 
1949 nous avons une régie qui stappelle 
la régie du Transport et qui ne stoccupe 
essentiellement que du transport routier, 
Lfancienne loi ou régie du Transport 
Stoccupait dtaqueducs, de lignes télépho- 
niques, etc. 

Qe Quel en est le titre? 

Re La loi de la régie du Transport et des 
Communications. 

Q. Est-ce que vous avez une copie de cette 
LOddc 12 | 

R. Malheureusement, je nen ai pas ici mais 
je pourrais en faire parvenir une 4 la 


Commission un peu plus tard. 


Me. Desmarais: 
Je crois, monsieur le président, que M. 
Archambault pourrait produire cinq copies 


de cette loi. 


Me. Desmarais: 

Q. Vous pourriez en produire cing exemplaires 
comme exhibit no. 132? 

R. Trés bien. 

EXHIBIT NO. 132 
Cinq exemplaires de la loi de la Régie du 


Transport. 


Me. Desmarais: 
Q. Voulez-vous expliquer 4 la Commission les 


grandes lignes de cette loi? 
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R. La loi contréle, en ce qui concerne le 
transport par camion, toute personne qui 
fait du transport pour autrui moyennant 
une rémunération 4 l'exception de getlA 
qui transportent du gravier, de la terre, 
du sable et de la planche. 

Q. Pourriez-vous nous dire un mot sur L8appli- 
cation de cette loi, comment elle fonctionne, 
et sur la procédure 4 suivre pour obtenir 
un permis de camionnage? 

R. La personne qui désire se livrer 4 1*in- 
dustrie du camionnage doit comparaitre 
devant la Régie lorsque celle-ci est en 
séance publique, et prouver que le service 
qu'elle désire rendre est de nécessité 
publique. Cette peesonne doit faire entendre 
des témoins. Dans le cas ot un service de 
camionnage est déja en existence, cette personne 
doit prouver que ce service n*test plus suffi- 
sant pour satisfdire aux besoins de la popula- 
tion. Un permis lui est accordé s'il réussit 
A prouver qu'il y a nécessité. Autrefois, une 
personne pouvait prouver que le transport par 
chemin de fer était plus coiiteux mais depuis 
quelques années il ntest plus possible dtin- 
voquer cette raison, la question des taux 


chargés ne peut plus étre prise en considération. 


Me. O'Donnell: 


Ce sont vos conslusions. 
M. Archambault; 


Ce sont des faits. 
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Desmarais: 


Qe 


Re 


Qe 


Re 


Qe 


Re 


Pouvez-vous nous citer les différents caté- 
gories de permis accordés aux camionneurs? 
Il y a les permis de transport pour les lon- 
gues distances et les permis pour transport 
local; il y en a qui sont cependant #e5- 
treints quant au nombre dtexpéditeurs et 
quant aux tenres de marchandise,. 

PouveZ=-vous spécifier exactement quels noms 
on donne 4 ces différents permis. Je com- 
prends qufil y a des permis de transport 
général, de transport inter-urbain? 

Il n'y a pas, dans la province de Québec, 

de classification de permis actuellement. 
Notre Association a demandé qautune classifi- 
cation soit €établie et nous espérons l'tobte- 
ntr prochainement. Un permis se donne pour 
tel endroit et les environs, ou de tel en- 
droit 4 un autre point. 

Par exemple, comme faire le transport de Québec 
4 Montréal, de Sherbrooke 4 Montréal ou de 
Granby 4 Montral? 

Oui, A chaque camionneur est désignée une 


route owune Localite; 


Le Président: 


Qe 


Re 


Vous avez parlé de tranpport sur de longues 
distances, pouvez-vous en mentionner quelques- 
unes? 

Vous avez des camionneurs qui opérent de Mon- 
tréal A Rouyn, de Val d'Or a LaSarre, de 


Montréal a Lac St-Jean, 
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Desmarais: 


Q. 
Re 


Q. 
Re 
Qe 
Re 


Qe 


Re 


Qe 


Re 


Indiquez les distances, 

De Montréal il y a 400 milles 4 parcourir 

pour se rendre en Abitibi; du Lac Baines 

Jean, de Saint Joseph dtAlma, de Jonquis- 

res, il y a encore une distance de prés 

de 400 milles pour se rendre 4 Montréal; 

de Montréal, en passant par Saint-Pascal, 

dans le bas du Saint-Laurent, les camions 
Suiventla route, font le tour de la Gaspésie 
et pénatrent dans le Nouveau-Brunswick, 

Entre la Gaspésie et le Nouv caucBeunawick par 
cette route il y a plus de 500 milles de 
transport continu a4 faire, 

Est-ce que le transport se fait A l'année 
courante? 

Oui, monsieur, 

dolls se fait douze mois par année? 

Oul, monsieur, douze mois par année, 

feteee que les taux doivent @étre approuvés par 
la Régie? 

Les camionneurs sont tous obligés de produire 
une copie de leurs taud et ils doivent sten 
tenir aux tarifs qutils ont ainsi produits. 
Stils veulent apporter des changements A 

leurs tarifs ils doivent en faire la demande 4 
la Régie, qu'il stagisse de les augmenter ou 
de les diminuer. 

De fait, est-ce que ces taux sont ceux exigés 
par les camionneurs pour le transport des mar- 
chandises? 


Ce sont les taux qui sont chargés. Je dois 
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vous dire qu'él existe une loi en ce qui 
concerne les tarifs. De fait, elle a 

toujours existé mais elle nta été appliquée 
avec vigueur qutau printemps dernien Tous 
les camionneurs, qui exploitaient un service 
de transport en 1948, ont été obligés de 
produire leurs tarifs stils voulaient que 
ceux=-ci soient renouvelés, 

Est-ce que les taux fixés par la Régie sont 
des taux maxima ou des taux que les camion- 
neurs doivent nécessairement exiger? 

Ce sont des taux fixés. 

Et vous dites que depuis un an la loi est 
appliquée avec assez de riguemr? 

Oui monsieur,. 

Est-ce que la Régie a des inspecteurs A son 
service pour visiter les différents camionneurs, 
pour faire enquéte et pour vérifier si les taux 
exigés sont bien ceux autorisés par la Régie? 
En 1948 la Régie a envoyé un extrait de la loi 
relative aux taux, aux tarifs, 4 tous les 
camionneurs et ils sont tenus de ltobserver, 

A Montréal la Régie du /Transport, depuis un 
an ou deux, a huit inspecteurs A son service; 
A Québec, elle en a quatre. Ils ont le devoir 
de faire la vérification des oférations des 
camionneurs non seulement en ce qui concerne 
les tarifs mais leurs opérations en général. | 
Quel est le nombre des camionneurs, du Québec, 
qui font du camionnage interprovincial et 
international? 
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-10513- C. Archambault, 


Maintenat, de quelle fagon sont régis les 
camionneurs qui, par exemple, opérent de 
Montréal 4 Toronto? 


Dtabord, ils sont obligés d'obtenir un per- 


mis de la Régie sur lequel ik est indiqué 


Qe 
Re 


quiils font du transport a Toronto. De 

plus, ils sont obligés de produire leurs 
tariffs. 

Pour le transport de Montréal 4 Toronto? 

S'il stagit de marchandises en provenance de 
la province de Québec et destinées eredehera 
des frontiéres, ils doivent quand méme charger 


le tarif produit devant la Régie. 


Le Président: 


Q. 


Me. 


Tis peuvent transporter cette marchandise, 
mais jusqu'a la frontitre? 

Oui, et, stil est prouvé qu'un camionneur 
rendu 4 Toronto charge meilleur marché il 


pourrait voir canceller son permis. 


Desmarais: 


Qe 


R. 


Voulez-vous donner quelques exemples de 
camionneurs opérant sur des longs parcours? 
Vous avez, 4 Val d'Or et A Rouyn, le Brazeau 
yTransport, qui parcourt une distance de prés 
de 425 milles pour se rendre 4 Montréal; vous 
avez le Magny Transport Inc., 4 Amos, dont la 
distance de Montréal est environ la méme; 

vous avez le Boutin Transport A LaSarre qui 
paroourt environ la méme distances; vous avez 

le Tremblay Express de Jonquiéres et Lac Saint- 


Jean qui parcourt lui aussi prés de 400 milles; 
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-10514- C. Archambault. 


puis encore dans cette distance. de Montréal, 
vous avez Harvey a4 Saint Joseph dtAlma, le 
Beaudet Express 4 Mont-Joli; d*Anjou a aint 
Pascal de Kamouraska; Veillette de Montréal 4 
La Tuque. Ce ne sont 14 que quelqugs-uns 

de ceux qui voyagent réguliérement de Montréal 
4 ces différents endroits-la. 

Quant 4 la stabilité de cette industrie, avez- 
vous quelque chose 4 dire 4 la Commission. 
yHst-ce une industrie prospére et stable? 

Vous avez des camionneurs qui existent ou dont 
l'industrie de camionnage existe depuis 25 

anse Vous avez, par exemple, le Baillargeon 
Express qui existe depuis au moinsl5 ans, 
Voulez-vous donner 4 laGommission les noms 

de certaines industries et le nombre dtannées 
quielles sont en opération. 

Vous avez, par exemple, ces industries qui exis- 
tent depuis au moins 15 ans: J.B. Baillargeon, 
Montréal; Adélard DtAnjou, St-Pascal; L. Guil- 
bault, Québec; Lecours Godmer, Mont -Laurier; 
Delangis Express, Joliette; Ball Bros., Granby; 
C.0. Warner, Sherbrooke; Jim Lynn, Sherbrooke; 
Barbeau, Oka; Boyds, Lachute; Roy, Rawdon; 
Shawinigan /Transport, Shawinigan; St-Hyacinthe 
Transport, St-Hyacinthe; Norman Transfer, Corn- 
wall; Lelland, Sorel; Asbestos Transport, Aahese 
toSe 

Avez-vous donné le nombre total de camionneurs 
dans la province de Québec? 


Dans la province de Québec, 9860. 


Combien de ces camionneurs font du service inter- 


urbain? 
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-10515- C, Archambault. 


Comme il n'y a pas de classification 4 ce 

sujet, il nty a pas de chiffre que je puisse 
vous donner. Je dirais, cependant, que les 
deux tiers font du transport régulier sur de 
longues distances. 

La plupart de ces aamionneurs seraient en ae 
currence avec les chemins de fer? 

Ouie Il y en a cependant qui vont 14 of il 

n'y a pas de chemin de fer, Vous prenez, 

par exemple, comme de Montréal 4 Oka. 

Comment se comparent les taux des camionneurs 
aux taux de8 chemins de fer.dans la province? 
Certains camionneurs publient leurs tarifs et 
chargent exactement le prix du chemin de fer, 
tel le DtAnjou Express 4 Kamotraska, le Trembaay 
Express 4 Jonquiéres, le Smith Kingsway. Pour 
d'autres, leurs taux sont inférieurs aux taux 
du chemin de fer. Ce sont des taux approuvés 
par le gouvernement provincial. 

Pour les camionneurs de moindre importance, 
asics que ce serait la méme chose ou si ce 

que vous dites 14 stapplique seulement aux 
grosses compagnies? 

Les camionneurs, en général, depuis la guerre 
se servent 4 peu prés des taux du chemin de fer. 
Méme en ce qui concerne les petits camionneurs? 
Oui, mie pour ce qui est des plus petits 
camionneurs. Notre Association a commencé, 

io y a quelques années, une publicité dans 
laquelle on enseigne aux petits camionneurs, aux 
petits artisans, comme on dit, la classifiaation 


des chemins de flier, etc. 
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-10516- C, Archambault, 


Est-ce que ceci S'tapplique pour un voyage 
aller et retour ou seulement dans une direc. 
tion? 

Je suppose quten général c&est pour les deux 
directions, 

Maintenant, comme question dtintérét géné- 
ral, il a été suggéré que, pour éviter une 
concurrence désastreuse, des divers moyens 

de transport devraient 8tre coordonnés et 
placés pous le contréle dtun seul tribunal 
fédéral pour tout le pays. Votre Associa- 
tion aurait-alle une opinion A donner & 

ce sujet? 

Nous nty voyons pas d’avantage., Nous sommes 
satisfaits de notre réglementation, Et, 
Surotut depugs quelques années, notre gouver- 
nement provincial a établi une régie spéciale 
pour contréler le transport router. Nous 
n'y voyons pas dtavantage 

Vous Jetes en faveur que le transport par 
camion doit réglementé par.. 

eee par les provinces, oui monsicur, 

Vous n*étes pas favorables A une r&glementation 
par un tribunal fédéral? 

Nous n'y voyons pas d’avantage,. 

Est-ce que vous seriez en faveur dtune régle- 
mentation uniforme dans chaque province. 
Peut-étré qu'il serait avantageux dtavoir une 
réglementation uniforme dans chaque province. 
Maintenant, eetuce que votre Association a une 
opinion 4 émettre sur cette question soumise A 
la Commission, 4 savoir: Les chemins de fer 


devraient faire du Camionnage? 
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-10517- C. Archambault. 


Notre pretention, cfest ceci: ils ont oféré 

a perte par rail, ils opgreront A perte par 
route, et le public sera appelé A payer 

leurs déficits, a payer les pots cassés. 
Pourquoi dites-vous qutils opéreraient A 
perte? 

C'est peut-étre une présomption, mais le 

fait est toujours 14, 

Tis ne seraient pas appelés A faireles mémes 
dépenses? 

Cela se pourrait aussi. Je suis d'opinion 

que 1',n garde le méme systéme, qutil faudrait 
garder la méme organisation. Par contre, je. 
crois que pour ce qui est des chemins de fer, 
stils gardent le méme systéme, ce sera leur 
perte. Le camionneur prend la marchandise & 
la porte et il la dél@vre 4 la porte et il n'a 
pas besoin de passer par ltentrepét ou les 
gros hangars, Les chemins de fer sont obligés 
de faire passer la marchandise par les entrepéts 
autrement ils en peedraient le mtréle et cela 
occasionnerait une perte de marchandise, 

Au point de vue intéré public, provermrcus qutil 
y aurait avantage 4 @ee que les chemins de fer 
établissent des services de camionnage inter- 
urbain? | 

Justemnet par intérét public, je dis qutil y 

a danger de perte. Ils demanderont encore des 
octrois. Il se créera un monopole comme il y 
a le monopole des chemins de fer, 

Il y aurait danger de monopole? 


Oul, monsieur. Ils feraient une compétition dé- 
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Sastreuse aux gamionneurs sur la route, ils 
prendraient des mesures pour mieux contréler 
les jprix et monopoliser la route cmme ils 
monopolisent Le rail. 

Maintenant, est-ce que vos observations se- 
raient les mJemes stil stagissait d'un service 
de camionnage complémentaire aux chemins de 
fer, ctest-a-dire pour assembler tha marchandise 
& 8tre expédiée? 

Stil stagissait d'un sertice complémentaire, 
pour que la marchandise soit livrée plus 
rapidement, jtaurais moins dtobjection la- 
dessus. 

Tl y aurait moins dtobjection 4 cela? 

Oui. I1 faudrait 6tudier la situation et les 
faits. 

Avez=vous une idée du nombre de camions qui 
appartiennent aux compagnies de chemin de fer 
dansla province de Québec? | 

Non, je ntai gas ces chiffres-14, Mais, il 

y en a plusieurs centaines, 

Est-ce que ces camions sont minis dtun permis 
de la -Régie? 

Ce sont des camions privés et ils ne paient 
pas de taxe a la Régie du Transport et des 
Communications, 

Pour quelle raison? 

En 1948 la compagnie Pacifique Canadien a été 
appelée A comparaftre devant la Régie du temps; 
Ii nty a pas eu de suite 4 cela. Les chemins 


de fer, danas la province de Québec, ont la 


licence F et ils ne payent pas la taxe que payent 


les camionneurs publics. 
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Le Président: 

Q. aeeee que cela stapplique aux deux chemins 
de fer? 

Re Oui monsieur. 

Me, Desmarais; 

Qe Ce serait ean cee parce qutils opérent 
seulement dans les limites d'une ville? 

Re Non. I1 y avait des raisons privées et de 
fait ils ont été traduits devant les erie 
naux sur la question du transport routier 
QU9TLLS* ron. 

Qe Est-ce qutils chargeaient le tarif des chemins 
de fer ou des camionneurs? 

Ref Nous avons fait une cause au Canadien Pacific 
Express cette année parce qu'il transportait 
de la marchandise de Montréal A St-Jéréme par 
camion. Ils ont prétendu, en Cour, qutils 
ntétaient pas obligés de demander un permis a 
la Régie du Transport. Ils ont été condamnés 
par le juge pour faire du gransport illégal. 

Q. Qutest-se qufils ont fait? 

Re Ils ont décidé de se soumettre et ils ont fait 
application A la Régie. 

Q. Ils faisaient ce service dans Montréal? 

R. Ils allaient de Montréal a St-Jéréme et dépser- 
vaient les points intermédiaires. 

Me. Desmarais: 

Je ntai pas dtautre question, monsieur le 
président. 

Contre-Interrogé par: 

Mee OtDonnells 

Q. Vous avez dit que les camionneurs chargeaient 


les mémes prix que les chemins de fer? 
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~10520- C, Archambault. 
Je ne dis pas que les camionneurs chargent les 
mémes prix que les chemins de fer mais que 
certains camionneurs chargent les mémes prix 
que les chemins de fer surtout depuis l'aug- 
mentation de 8%. 
Avez-vous déja examiné les livres des cantons 
neurs pour déterminer les charges qutils font? 
Jtai déjA examiné leurs tarifs qui sont publiés. 
HOSEL Saabe le Dumont Express? 
De Lévis, oui, 
eee ore déja examiné leurs livres pour savoir 
stils chargent les mJemes taux que les chemins 
de fer? 
Non. | 
Et aussi le Kingsway Transport Ltd., Ey eas 
déjA examiné leurs livres? | 
Qui va de Montréal 4 Toronto, ltexpress Ontario? 
Qui va aussi 4 Montréal, Ottawa. Avenevous' *’ 
déja examiné leurs livres? 
J'ai déj&a vu leurs tarifs,. 
Etes-vous certain que les prix qutils chargent 
sont enformes aux tarifs qutils publient? 
G6 sont les taux déposés 4 la Régie. Ils sont 
sensés 6tre les taux des chemins de fer. 
EBt-ce que ce serait illégal si ces taux étaient 
plus bas que le tarif? 
Je ltimagine, stils chargent un taux autre que 
celui déposé devant la Régie du Transport. 
Quant 4 la Montréal-Ottawa Express, afez-vous 
déja examiné leurs livres? 


Non. 


OfDonnell: 


Mee 


Je ne veux pas prendre le temps de la Commission 


mais je demande la permission de déppser comme 
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-10521- C. Archambault. 
exhibit 133 des copies certifiées et des photos- 
tats. 


Le Président; 
Ce sera ltexhibit 139, 


Me, Desmarais: 
133, 


EXHIBIT NO. 1333 
Two certified copies of railway rates and eight 
photostats of freight bills of trucking companies 

in corresponding commodities, 

M, Archambault? 

Est-ce qu'il stagit dtexpéditions récentes ou 
d'il y a 5 out ans? 

Me. O'Donnell: | 
Non de 1949, Sues 1949, le 1f et le 13, 

_ Me. Desmarais: 

Il serait peut-88re bon que le témoin examine 
ces exhibits. 

Mee O'Donnell: | 
Trés bien. L'exhibit 133 comprend 10 factures, 
gt egh-Aeatue 8 photostats et 2 copies certifiées 
par celui qui afpayé les marchandises, J.H. Connor 
and Sons, Ottawa. 

M. G@rchambault: 

Pour des poéles ou des machines A laver? 

Me. O'Donnell: 

Qe Pour des machines A laver? 

Re Dans le cas de la Montréal-Ottawa Express cfest | 
peut-€tre un camionneur qui a un contrat spécial, 
qui fait une gécialité pour le transport de la 
marchandise de la compagnie Connor. Il se peut 
qufil y ait un taux spécial. Si eeracs peut 


opérer avec profit en chargéant meilleur marché, 
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-10522- C,. Archambault, 


tant mieux pour le public. 

Je dis que vous avez dit que ces camionneurs- 
14 chargeaient le méme prix que les chemins 
de fer? 

Si la Montréal-Ottawa ‘xpress dépose un taux 
& la Régie pour transporter des poéles et 

si ce taux est approuvé, ils opérent légalement. 
Ces factures que je vous montre démontrent 
bien que les montants chargés sont plus bas? 
Je ne les ai pas vérifiés avec les taux des 
chemins de fer, 

Prenant pour acquis que les chiffres que jtai 
démontrés ici sontles prix des chemins de fer, 
il y a une différence entre ce qui parait sur 
les factures et le tarif des chemins de fer? 
Cfest vrai? 

Cela se peut. Je ne connais pas par coeur le 


tarif des chemins de fer, 


CONTRE-INTERROGE PAR: 
Me, Frawley: 


Qe 


Re 
Qe 


tat appert que les camionneurs, dans la province 
de Québec, sont trés satisfaits des réglements 
provinciaux? 

Surtout depuis quelques années, 

kt votre Association ne veut aucune recomman« 
dation de cette commisssion au Sujet du conone 
nage dans la province de Québec? 

Nous ne sommes pas nécessairement contre les 
recommandations, I1 peut y avoir de tras 
bonnes recommandations faites par cette com- 


mission-1a, 
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Nous 


“10523 = C. Archambault. 


étes contre des réglements fédéraux 

vos camionneurs? 

parce que nous ntfy voyons pas dtavantage,. 
ne voulez pas de recommandation de la 

de cette commission-ci sur ce sujet? 


ne voulons pas de réglementation fédérale, 


Mle. Desmarais: 


Qe 


Re 


Est-ce qu'il y a des camionneurs dans la 


province de Québec qui sf’occupent de la 


livraison postale? 


Oui, 


le transport d'Anjou, de St-Pascal de 


Kamouraska. On lui a donné le contrat de la 


livraison de la malle, ce qui se faisait 


autrefois par le Témiscouata Railway qui 


aujourd’hui a été acheté par le Canadien 


National, 


Je présume qutelle se fait entre certaines 


municipalités ot il n’ya pas de chemin de 


fier? 


Non, 


14 ot opére la Témiscouata Railway le 


transport de la malle se fait par le trans- 


port 


d*Anjou Enregistré, 
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